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Mr. Chairman and Members of the Subcommittee:

We are pleased to be here to assist the Subcommittee in its
inquiry into the Internal Revenue Service's (IRS') efforts to

enforce those reporting requirements of the Internal Revenue

Code applicable to tax—-exempt private foundations. Our testi-

mony is based on extensive work we have done in response to this
Subcommittee's regquest. Our final report on these matters

~should be issued within the next month or so.

Overall, our review showed that the information which pri-
vate foundations are required by law to submit to IRS is impor-

tant both for public information purposes and for tax admints-

tration purposes. We found that private foundations generally

comply with the reporting requirements which IRS, through its
;actions; has shown are important. However, IRS has devoted lit-

ftle attention to certain reporting requirements for information
|

gwhich would be useful to the public and the Congress for moni-

\
'toring foundation activities and to grant seekers for identi-

fying those foundations most likely to fund their programs.
Consequently, most foundations do not comply as well with those

requirements. To assure availability of all information man-

dated by law, IRS needs to make certain changes in its enforce-

‘ment activities.

f
iBACKGROUND
!

} According to a 1982 IRS study, about 28,000 tax-exempt pri-

. vate foundations filed returns for tax year 1979 showing about

[
|

|
' $35 billion in assets and about $3 billion in charitable



contributions, gifts and grants. 1In general, because founda-

tions are recognized as exempt from Federal income tax, their
assets, while under the direct control of private individuals,
are to be permanently dedicated to public purposes,

To help assure that foundations serve public interests, as
opposéd to private financial interesEs, the Internal Revenue
Code requires extensive reporting on the returns foundations
file with IRS and makes those returns available for public in-
Epection. These requirements were enacted primarily to
(1) facilitate congressional, general public, and IRS oversight
of private foundations, and (2) enable grant seekers to obtain
the information necessary for seeking funding from private foun-
ﬁations.

When we began our review in September 1981, most private
foundations were required to file two returns with IRS--the
599OPF and the 990AR. Attachments I and II to my prepared state-

fment contain copies of these returns. The 990PF return was
developed primarily for tax administration purposes. For ex-
ample, IRS uses the return information to verify the computation
;and payment of the excise tax based on foundation investment in-
fcome and to monitor compliance with various tax exemption re-

;quirements, such as adherence to specific self-dealing or busi~

ness holding restrictions. The 990PF return also contains some

| information more related to public needs, such as the identity

f of those individuals responsible for managing a foundation.



|
|

The 990AR return was developed primacily for public infor-
mation purposes. The return required, among other things, de-
Eailed information on foundation grant-making programg and
investment holdings. The sponsor of the legislation which es-
tablished the reporting requirements in the Tax Reform Act of
1969 believed that the operation of a tax-exempt foundation is a
public trust and that information on foundation activities is of
@ublic concern. He believed that if a foundation made a grant
for a questionable purpose or was operated in a manner not con-
sistent with the public interest, it would be surfaced through

the reporting requirements. Further, he recognized the informa-

tion needs of concerned people who want to get contributions and
grants from foundations. '
Subsequent to the initiation of our review, the two returns’

;were consolidated into one—--a revised 990PF--a copy of which is

fcontained in attachment III to my prepared statement. The new

‘return affected tax year 1981, but was not required to be filed
until 5-1/2 months after the close of a foundation's fiscal

. year. As a result, some foundations probably would not have

E first filed the return until as recently as this month. Because

: of this and since the new return did not delete any of the

, existing reporting requirements, we based our review on the

1 990PF and 990AR returns that had been filed with IRS and were

f available at the time we did our work.

f Specifically, we selected random samples from the 14,860

990PF returns and 10,930 990AR returns that were processed by



IRS' Andover, Brookhaven, and Kansas City Service Centers during

1981.1/ Accordingly, the data presented in this testimony re-

present projections from our samples to those universes and are

subject to certain precision levels., A detailed explanation of

our review objectives, scope and methodology are contained in

attachment IV to my prepared statement,

| Basically, we reviewed the 990AR and 990PF returns for com-
pleteness from two perspectives. First, we reQiewed the returns
ﬁo determine if they reported complete information on those
return items which IRS, considering budgetary constraints on its
service center operations for processing the returns, had iden-~
tified as necessary for efficient administration of the téx
jlaw. We refer to these items as tax administration reporting
;requirements. Second, we reviewed the returns to determine if
;they reported complete information on 19 reporting items which
\essentially make up 3 sections of the two returns. As required
;by the Internal Revenue Code, these sections concern foundation
Egrant-making programs, investment holdings, and managérs.
-Public interest groups we spoke with cited a need for this in-

formation. We refer to these items as public information re-

| porting requirements.

1

In view of the limited time available this morning, I

would now like to summarize our findings, conclusions, and

-

J
| 1/The universe of 990PF and 990AR returns are not equal

primarily because foundations with less than $5,000 in assets
were not required to file a 990AR return and because of the

manner in which returns selected for examination were

processed and stored.



-recommendations with respect to the reporting practices of pri-

vate foundations and IRS' efforts to assure complete reporting.
Attachments IV through VII to my prepared statement contain the
detailed results of our work; and I will refer to them, as ap-
oropriate, throughout my testimony.

FOUNDATION RETURN INFORMATION

IS-IMPORTANT TQO THE PUBLIC

With the reductions in Federal aid to education, health,

and social welfare, as well as to the public in general, many

people will probably look to private charitable organizations,

such as tax-exempt private foundations, to help fill that §ap.

In this regard, the returns filed with IRS by private founda-
tions are an important, and often unique, source of information
for grant seekers in determining whether or not to seek finan-
cial support from individual foundations.

In general, the public's information needs center on
(1) the types of grants made by foundations, (2) the identities
of those responsible for managing foundations' activities, and
(3) foundations' investment holdings. The listing of grants on
the old 990AR return, as well as the new 990PF return, provides
grant seekers with an indication of which private foundations
nationwide‘have interests similar to the grant seekers and would
thus be most likely to fund the grant seekers' proposals. Of-
ten, the return is the only readily available source for this
information. Further, without the returns it would'be more dif-

ficult for the public and the Congress to monitor private foun-

dation grant-making programs.



Grant seekers are also interested in the identity of those
who make the foundation's decisions. The managers listing on
the old 990PF return, as well as the naw 990PF return, is a pri-
mary source of this information. This listing provides the name
of a potential contact within the foundation to lobby for
funding, promote grant proposals, and/or obtain knowledge of the
types of grants a foundation will consider. Additionally, in-
formation on foundation management promotes public oversight
because it provides information on who is controlling'foundation
assets.

Those interested in exercising general oversight of pn}vate
foundations need information on foundations' assets and how they
fare managed. As a condition for tax—exempt status, foundations
fand all other charitable organizations are required to perma-

' nently dedicate their assets to public purposes. Without ade-

!
I

; quate information on the extent and nature of foundations' in-

; vestments and other assets--information provided primarily on

v the 990AR return and now on the revised 990PF return——the
Congress, the public, and IRS would have a difficult time iden-
tifying possible conflicts of interest, such as investments
which appear to be more beneficial to officers of the foundation
than to the public. They would have an equally difficult time
overseeing whether foundations are receiving a reasonable return

on their investments and maintaining the financial strength

needed for continued charitable activities.
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Information which simplifies the search for foundation sup-
port is in substantial demand and is therefore widely distri-
buted and used. During 1981, The Foundation Center, a national
tax~exempt service organization founded to make information an
private foundations more accessible to the public, provided as-
sistance to over 153,000 grant seekers and others interested in
foundation activities through its branch offices and cooperating
libraries located throughout the country. The Center publishes
numerous directories, data books, and extracts from computer

based information systems. Over 40,000 copies of these informa-

tion items were sold in 1981. Additionally, the Taft Corpora-

tion, a private profit-making concern, publishes a wide variety

of directories and provides other information services to help

'grant seekers more effectively identify sources of foundation
‘support. According to the Foundation Center, the Taft Corpora-
.tion and others, much of the information published on foundation
factivities is based on, and available only from, the returns

private foundations file with IRS. Thus, the need for accurate

and complete information is apparent.

. MANY FOUNDATIONS DO NOT

PROVIDE COMPLETE PUBLIC INFORMATION

Although the public needs and uses private foundation
return information, most foundations filing returns at the three
service centers we visited had not fully disclosed certain re-

quired information on their grant-making programs, investment



holdings, and/or managers. On the other hand, most foundations
had complied with those reporting requirements that IRS has in-
dicated as being necessary for efficient and effective adminis-
tration and enforcement of the tax exemption laws.

Overall, we estimate that about 41 percent of the 990PF

returns and 94 percent of the 990AR returns filed at the three
service centers omitted information on at least one of the 19

public information reporting items we reviewed. Moreover, about

70 percent of the 990AR returns did not provide complete infor-

§mation on 25 percent or more of these public information re-

‘porting items. Specifically, our analyses of foundation returns

;for complete public information reporting showed the folldwing.

~=About 79 percent of the 990AR returns did not report

complete information on grants paid during the year.
‘Most significantly, about 59 percent did not report
complete grant purpose descriptions and about 72 percent
did not report grant recipient addresses.

--About 31 percent of the 990AR returns did not report
complete information on asset holdings. Most signi-
ficantly, about 28 percent did not adequately describe
all securities and other assets.

-~-About 41 percent of the 990PF returns did not report
complete information on those responsible for managing

the foundation. Most significantly, 32 percent reported

‘ no information.



In contrast, about 92 percent of the 990PF returns and 99 per-
cent of the 990AR returns we sampled reported all the return
information that IRS had identified as being necessary for effi-
cient administration of the tax exemption law.

Further details on our analyses of private foundation re-
turns are contained in, attachment V to my prepared statement.
However, I would like to take a moment to point out that the
Feporting problems we found are not just attributable to small
foundations, With certain exceptions, larger foundations--those
with $1 million or more in assets and/or $100,000 in revenue--
were just as likely to file incomplete QQOAR returns as the,
‘smaller foundations. Because of the concentration of economic
'and grant making resources, the significahce of incomplete re-
'porting by even a few larger foundations is considerable. For
;example, data developed by IRS shows that foundations with reve-
‘nues exceeding $100,000--although substantially outnumbered by
‘smgller foundations--control about 91 percent of total founda-

tion assets and make about 90 percent of total foundation con-

:tributions, gifts, or grants.

' LESS IRS ATTENTION GIVEN TO PUBLIC
. INFORMATION REPORTING REQUIREMENTS THAN

; TO TAX ADMINISTRATION REQUIREMENTS
|

Based on our review work, we believe that the difference

between the high level of foundation compliance with the tax

| administration reporting requirements and the substantially

lower levels of compliance with the public information require-
ments stems from IRS' insufficient attention to the public in-

; formation requirements.



When certain information needed for tax administration pur-
poses is omitted from Ffoundation returns, IRS service centers
correspond with the foundations to obtain the information.

After this initial correspondence, usually about 938 percent of
the 990PF returns were complete with respect to those return
items which IRS had identified as necessary for efficient ad-
ministration of the tax laws. Therefore, rather than corre-

sponding a second time to correct the relatively small remaining

tax administration reporting problem, IRS uses its examination

fprogram to further improve foundation compliance with the tax

administration reporting requirements, In this regard, the,

Internal Revenue Manual instructs examiners to review any ser-

vice center requests of foundations for data needed to complete

'returns and to resolve any discrepancies during examinations.

In contrast, IRS makes little effort to assure the com-

pleteness of public information items on foundation returns.

'With few exceptions, IRS service centers do not routinely corre-
- spond with foundations' to obtain missing information on founda-

tion grant-making programs, asset holdings, or managers. For

example, IRS procedures require service centers to correspond
with foundations only to obtain missing information relating to
their managers and then only when certain conditions are pre-
sent, such as indications that managers are being compensated.
Given these criteria, we found that the service centers we

visited corresponded very infrequently on the estimated 6,100

10



990PF returns they received with incomplete manager informa-
tion. Our analysis indicates that less than 1 percent of the

-~

foundations wnich filed the estimated 6,100 returns were re-
quested to provide more complete information.

Not corresponding routinely, at least once, for missing
public information items places on IRS' examination program
burden of securing such information and of improving public in-

formation reporting. However, IRS has not made a concerted ef-

fort to use its examination program to motivate foundations
ftoward full information disclosures on their annual returns.
‘Neither has IRS attempted to use the late filing penalty asg’an

-enforcement sanction to encourage compliance with the reporting

‘requirements.

As a first step in its process for selecting returns for
fexamination, IRS uses a computerized scoring system to rank the
jreturns. However, the computer scoring system does not guaran-
\

| tee that returns with incomplete public information will receive

|
f high scores and thus be selected for examination. In fact, a

- foundation not adequately reporting information on its grant-
making programs, investment holdings, or managers, could receive

the same computer score as a foundation reporting complete

. information.

i As a second step in the selection process, returns with
| high computer scores are forwarded to the district offices where
| ‘

they are reviewed manually to identify those with the greatest

11
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potential for tax exemption noncompliance. However, our statis=-
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viewers were just as likely to select complete 990AR returns for
examination as incomplete ones, and were more likely to select

complete 990PF returns than incomplete ones,

L}
. . C .
Even when returns with missing public information are

lected for examination, IRS examiners frequently overlook the

missing items. On the basis of our review of 182 of the 1,365

" private foundation examination files at the three service cen-

ers, we estimate that about 72 percent of the 1,365 examination

wial L QRN LW S e N a

(ud
{

files involved incomplete returns for public information plr-

. poses, However, we estimate that IRS examiners only notified

. about 8 percent of the examined foundations about incomplete

f reporting problems.

Moreover, about 25 percent of the examination files did not
contain a 990AR return, even though the foundations reported as-
sets exceeding the dollar requirement for filing such a return,
We believe the absence of the 990AR return indicates that the
quality of public information reporting was not a material part
of the examination., We further believe that IRS examiners' in-
attention to missing 990AR information stems, at least in part,
from the lack of specific examination guidelines for public

information reporting items.

Another reason IRS examinations have not effectively de-

tected incomplete information on private foundation returns is

12



that IRS management does not have adequate data for monitoring
the incomplete reporting problem, IRS has a management informa-
tion system which provides managers with a mechanism for moni-
toring certain compliance problems uncovered during examina-
tions. It also conducts Taxpayer Compliance Measurement Pro-
grams to measure exempt organization, including private founda-
tion, compliance with the tax-exemption laws and to develop com-
puter—assisted examination selection methods. However, neither
the management information system nor the compliance measurement
programs have included data on incomplete reporting for public

information purposes. g

By not using either the information system or compliance
‘measurement program to accumulate data on incomplete reporting,

'IRS management does not know the extent of noncompliance with .

'public information reporting requirements identified during

examinations of foundations nationwide. Consegquently, IRS

fmanagers lack useful information for (1) modifying examination
;procedures or objectives to respond to this aspect of noncom-
~pliance or (2) determining whether taxpayer education programs
~are needed, and/or return forms or instructions should be

Aclarified.

When missing information is detected but not provided, the

Internal Revenue Code authorizes a penalty of $10 for each day

the information is not provided up to a maximum of $5,000.

IRS has neither assessed the penalty nor established procedures

' to do so. However, Treasury and IRS officials have recognized

| 13



the need for such a penalty to improve the completeness of
reporting and have considered several proposals for implementing

the penalty provisions. Even so, each proposal has been with-

drawn due to various concerns, such as the method of implementa-

tion proposed or the costs involved.

Attachment VI to my prepared statement contains more de-
tails on our evaluation of IRS' administration and enforcement
fof the private foundation reporting regquirements.

CONCLUSIONS AND RECOMMENDATIONS

Considering the public's need for and use of private founda-
tion return information, IRS should be working more with foun-

dations to assure they are making full information disclosures

‘on their returns. The success IRS has had in securing foun-

'dation compliance with the tax administration reporting require-
3ments indicates that by placing more emphasis on public infor-
;mation reporting during existing correspondence and routine
ffoundation examination programs, improved compliance with those
:requirements could se obtained as well. Therefore, IRS needs a
imore systematic means for enforcing private foundation reporting
f practices,

| Various approaches are available to IRS for securing

| greater foundation compliance with the public information re-

porting requirements. These are discussed in detail in attach-

ment VII to my prepared statement. However, we believe that by

; adopting a combined enforcement approachQ—one which involves

certain changes to the service center correspondence program,

14



the district office system for selecting returns for examina-
tion, and the examination process itself~-~IRS could better se-
cure foundation compliance without significantly increasing its
present resource commitment to enforcing tax exemption law.
Regardless of the overall enforcement approach IRS adopts,
it needs to increase the emphasis it gives to public information
reporting during examinations of private foundations. To accom-
plish this, it needs to revise the Internal Revenue Manual to
clarify the responsibility of examiners to secure compliance
with the Internal Revenue Code's public information reporting
requirements. For IRS examiners to uniformly recognize incom-
jplete reporting, particularly as it relates to grants and in-
‘vestments, they should have clear instructions specifying the
;inEorhation to be reported and the steps they should take to
' secure compliance. |
Similarly, regardless of which approach IRS adopts to se-
fcure increased compliance with the reporting requirements, it
:needs to collect sufficient information for monitoring and as-
:sessing private foundation progress in making complete public
information disclosures. Such information would enable IRS
; management to make more informed decisions on the degree of ef-
; fort to apply to the problem or whether to modify the enférce—
;‘ment approach,
j Finally, IRS needs to develop procedures for implementing
H enforcement sanctions to compel compliance with the reporting
! requirements, when appropriate. Congress has provided IRS with

|
the authority to assess a penalty against incomplete return

15



filers; but, IRS has not yet attempted to use the penalty. The

penalty should be used if foundations refuse to provide the in-

formation required by the returns after IRS has systematically

taken actions to secure compliance.

Mr. Chairman, the theme of my testimony today is very

simple. Congress has enacted legislation for the purpose of

‘promoting disclosure of certain information by tax-exempt foun-

‘dations. 1Its desires in this regard, however, are not being

{fully realized because IRS has not effectively enforced private
}foundation compliance with certain reporting requirements. As

iwe noted above and will discuss in more detail in our forth-

| coming report, we have some thoughts on how IRS can more ef-

{fectively administer the tax-exempt foundation reporting

' requirements.

§ This concludes my prepared statement. We would be pleased

. to respond to any questions.

16
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ATTACHMENT T ATTACHMENT I

» -
CoN.DE Return of Private Foundation >
o S | Exempt from Income Tax 1930
Intarnal Revenuo Service Under Section 501(c)(3) of the Internal Revenue Code
For the calendar year 1980, or tax year beginning , 1980 and ending 19
Name of organization Employer identification number
Please typa, g
print, or T the Tfoundation 1s in 2 60-
attach label. Address (number and street month termination under sec-
See Specific tion 507(b)(1)(B) check here . 3» [
instructions City or town, State, and 2IP code Fair market value of assets at end of
year
It address changed, check here P [7] Foreign organizations, check here P» ]
The books are in €318 0f B oo et e e e e e If exemption application is pend-
Located at D> Telephone no. p» ing, check here . . . . . . |
Analysis of Revenue and Expenses Fievenssand | @)Sompstatonof | (© Computaten of | () Qisbursemants
(See instructions for Part ) books incams income purpose
1 Gross contributions, gifts, grants, etc. (see instructions) . | . /77 %%%//Zé%/? Z/% %7//
2 Contributions from split-interest trusts (see instructions) . ///////////////////////ﬂ __________________ W //////% /// , .
3 Gross dues and assessments .« + oo o 2 7 /
4 Interest . ¢ o ¢ o v 0 e e e e e e e /
5 Dividends . . . . ¢ . 0 b 0 0 e e e e e

6 Gross rents and royalties . . . . ¢ o o e

7 Net gain or (loss) from sale of assets not on line 11 . . ., /////////////////////%7////4

8 Capital gain net income (see instructions) . . . W///////////////A
9 Net short-term capital gain (see instructions) . . 7//////////////////////////// ///////////////////////////

10 Income modifications (see instructions) . . . 7/////////////////////////// %/////////77/////// 7

Revenue

- ,
) N . .

_

12 bther incoma (attach schedule) .

13 Total——add lines 1 through 12 . .

14 bompensation of officers, etc. (S8e INSErUCHIONS) J.o.ueuccommcemomcmmemomerd oo e
|

15 Other salaries and wages .

16 ‘i(a) Pension plan contributions (enter number of

! plans Proceceeeam-.. § T .
@ [(b) Other employee benefits . . . . . ¢ & Jeermccmcccemmcmceemaes oo ccee e canamme | em e e ee e m e eeen .
21 17 Investment, legal, and other Professional SEIVICES | a weemmeeoeemcmemcmeoad oo oo e,
é 18 interest . . . e e s
Taxes (see instructions) . . . . . . . . i
a ;z “;:pr:cia(tloen, aer:I:::i:l, aand depletion (see instructions) %////////////////////%
21 Rent . . . 4 . e e e s e e s e
nses ( h schedule) . . . . & oeaeeee. S U R
:32 .g;:::i::z:n:. salf:st,tagcra:ti :seeelnstructions) . //_Z/_////_é/////////////i// 7ZMW
24 Total—add lines 14 through 23, . . . . .
25 (a) [Excess of revenus over expenses; Line 13 minus line 24 . %///////////// ,-////;///7//4 W _________ ///W %
(b) JNat investment income (if negative enter -0-) . . ; y////////////////////////% W//////%
(¢) Adjusted net income (ses instructions) (it negative enter -0-) |71/ ) Ui 77

AL uILY Excise Tax On Investment Income

1 Domestic organizations enter 2% of line 25(b). Foreign organizations enter 4% of line 25(b) .
2 Credits: (a) Foreign organizations—tax withheld at source . . . . . . .
j (b) Tax paid with application for extension of time to file (Form 2758) .

3 Tax/due—Iine 1 minus lina 2. Pay in fuil with return. Make check or money order payable to internal Revenue
Seryice (write employer identification number on check ormoneyordery . . . . . . . « . . . .

-4 Overpayment—line 2 minus fine 1. . . »

Foreign drganization-—Enter book value p- $ and fair market value p- $ of investment assets held in U.S.
Under psnalties of perjury, | declare that | have examined this retuen, including ying schedules and st , and to the best of my knowledge and belief it is
Py true, correct, snd piets. Declaration of prapsrer (ather than taxpaysr) is bazed on all information of which the praparer has any knowledge.
{| - >
E Signaturs of officer or trustes Date Preparer's signature
[Title . Praparer’s address (or employer's name and address)

i
! o~
; LIE P 17 BR-ORATEA0,
|
3

L



ATTACHMENT I

Form 990-PF (1980)

;gm{;_] Balance Sheets

10

1

1
1

14

1
1

17

1

1

1 Cas

ATTACHMENT I

Page 2

Beginning of tax year

Assets
h:

(a) Savings and interest-bearing accounts ,

(b)

o wN

‘Other . . . . .

Accounts receivable net . .
Notes reccivable net (attach schedule) .
Inventories . < o o
Government obligations:

.

{a) U.S. and instrumentalities .
(b) State, subdivisions of States

C BN

(a). Held for investment purposes .
(b) Minus accumulated depraciation
(c): Held for charitable purposes .
(d) Minus accumulated depreciation
1 Land:

(8) Held for Investment purposes
(b) Held for charitable purposes
Other assets (attach scheduls)
Total assets . . . . .
A Liabllitles
Accd;unts payable. . . . .
Con}tributlons, gifts, grants, payabls . .
Mortgages and notes payable (attach schedule) .
Other liabilities (attach schedule) .
Tol+l flabilitles . . . .
Net Worth (Fund Balances)
Pmrclpal fund p

2
3

Investments In corporate honds, etc, (attach sch
investments in corporate stocks (attach schedule)

Mortgage loans (number of loans Pr.......coeeneenn ).
Other investments (attach schedule) .
Depreciable (deplatable) assets (attach schedule):

.

.

.

edule)

(A) Amount

(B) Total

End of tax ycar

(C) Amount

(D) Total

e

20

|
T
b

‘

:
Income fund P

.
l

21 Toinl net worth (fund balances) . . . . . .
22 Tofal liabilities and net worth (lins 18 plus line 21) .

.........................

Analysis of Changes in Net Worth

1 thal net worth at beginning of year—Part I1i, Column B, line 21 ,

2 Erter amount from Part |, line 25(a) .
3 ther increases not included in line 2 (itemize)

4 T
5

creases not included in line 2 (itemize) P

‘talofllneil,2,and3. e v e e e e e e e e r e e e e e e e
D;
|

tal net worth at end of year (line 4 minus line 5)—Part i1, Column D, line 21 .

I

%
5
}

18



ATTACHMENT I ATTACHMENT

I
Furm §90-PF (1980 Page 3
ey T Statements Regarding Activities
T Far Yes | No

ile Form 4720 if you answer “No" to question 10(b), 11(b), or 14(b); or if you answer “Yes,” to question 10(c), 12(b}, 13(a), or 13(b).
1 (a) During the tax year, did you attempt to influence any national, State, or local legislation? .
(b)y During the year did you participate or intervene in any political campaign? . . . e e .
(¢) 0:d you spend more than $100 during the year (either directly or indirectly) for political purposes (see xnstructxons for defmmon)7
If you answered “Yes'' to 1{a), (b), or (c), attach a detailed description of the activities and copies
of any materials published or distributed by the organization in connection with the activities.
{d) Did you file Form 1120-POL? . . . . . . . . . « . 4 4 e e e e cop e
2 Have you engaged in any activities which have not previously been reported to the Iinternal Revenue Servuce7
If 'Yes,” attach a detailed description of the activities.
3 Have you made any changes, not previously reported to the iRS, in your governing instrument, articles of incorpo-

ration, or bylaws, or other similar instruments? . . . . . . . . . . . . . .

It “Yes," attach a conformed copy of the changes. . .
4 (8) Did you have unrelated business gross income of $1,000 or more during theyear?, . . . . . . . . .

(b) If “Yes,” have you filed a tax return on Form 990-T forthisyear?. . . . . « « & o « + « « + =

% Was there a liquidation, termination, dissolution, or substantial contraction during the year? .
If “ves,’” attach a schedule for each asset disposed of showing: the type of asset, the date of dnsposmon nts cost or
other basis, its fair market value on date of disposition, and the name and address of each recipient to whom assets
were distributed.

6 (a) Didyou have at least $5,000 in assets at any time duringtheyear?. . . . . . . .« . ¢« « « « o«

(b) If “Yes,” did you file the annual report required by section 6056 (see Form 990~AR for instructions)? . .
7 Are the requirements of section 508(e) (relating to governing instruments) satisfied? (See instructions) . . . .
It “Yes,"” are the requirements satisfied by: A
(a) Language In the governing instrument (original orasamended), or. . . . . . . . « + « & «
{b) Enactment of State legislation that effectively amends the governing instrument with no mandatory directions
in the governing instrument that conflict with the Statelaw?. . . . . . . . . ¢ ¢ ¢ o o &+ o »
8 (a) Enter States to which the foundation reports or with which it is registered (see instructions) » . . .....o.ooooeen...

(b) if you answered 6(a) ''Yes," have you furnished a copy of Form 990-AR (or equivalent report) to the Attorney

Gengral (or his/her designate) of eath State as required by General Instruction K.1?2 . . . . . . . . .
If {*No,’”” attach explanation.
9 Are you claiming status as an operating foundation within the meaning of sections 4942(j)(3) or 49420)(6) for calen-
dar year 1980 or fiscal year beginning in 1980 (see instructions forPart Xil)2. . . . . . . . . .
it “Yes,"” complete Part XIl.
2 Self-dealing (section 4941):
(a) Duhng the year did you (either directly or indirectly):

(1) Engage in the sale or exchange or leasing of property with a disqualified person? . . . e e e
(2p Borrow money from, lend money to, or otherwise extend credit to (or accept it from) a dnsqualmed person? .
(3) Furnish goods, services, or facilities to (or accept them from) a disqualified person?., . . . . . . .

(4) Pay compensation to or pay or reimburse the expenses of a disqualified person?. . .. . . . . .
(5) Transfer any of your income or assets to a disqualified person (or make any of either available for the

benefit or use of a disqualified person)? . .
(6) Agree to pay money or property to a government offxc:al7 (Exceptlon' check “No” if you agreed to make a
.+ grant to or to employ the official for a period after he or she terminates government service if he or she is
. terminating within 90 days.) . © .« . 4 4 s e v ke e e e e e e e e e e e

(b} If you answered “Yes'’ to any of the questions 10(a)(1) through (6), were the acts you engaged in excepted acts
ag described in the instructions forthislinez . . . . . . . . + . . . ¢ . . . 4 .0 .
(c) le you engage in a prior year in any of the acts described in 10(a), other than excepted acts, that were acts of
sejf-dealing that were not corrected by the first day of your tax year beginning in 19807, . . . . . . .
-1 Taxes on failura to distribute income (section 4942) (does not apply for years you were an operating foundation as
defined in section 4942(j)(3) or 4942(j)(6)):

(a) Did you at the end of tax year 1980 have any undistributed income (lines 6(b) and (c), Part XI) for tax year(s)
ginning before 19802 . . . . . . . . b v 4 4 e e e e e e e e e e e e e e e
if*‘Yes,” list the years P .
(b) It “Yes,” to (a) above, are you applying the provislons of section 4942(a)(2) (relating to incorrect valuation
assets) to the undistributed income for ALL such years?. . . . . &+ &+ v v v 4« o o v v .
(c) Itithe provisions of section 4942(a)(2) are being applied to ANY of the years listed in (a) above, list the years
here and see the instructions P

2 Taxeson excess business holdings (section 4943)
(a) Djd you hold more than 2%, direct or indirect interest in any business enterprise at any time during the year? . .
(b) If “Yes,” did you have excess business holdings in 1980 as a result of any purchase by you or disqualified per-

ns after May 26, 1969; after the lapse of the S-year period to dispose of holdings acquired by gift or bequest
of after the lapse of the 10-year first phase holding period? . . e

G

N

Z
W

“ Y
Ve
7

7.7,

]

N

A

Z

_

ote. You may use Schedule C, Form 4720 to determine if you had excess busmess holdmgs in 1980

19
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ATTACHMENT I ' ATTACHMENT I

Forem 990..PF (1580

Page 4

e T Statements Regarding Activities (continued)

13 T.ecs on investments winch jecpardize charitable purpose (section 4944).;
(0) D4 you invest during the year any amount in a manner that would jeopardize the carrying out of any of your
axempt purposes? . . . . . . . . . e e Ce e e e e e P

PRPTEN .

{b) Did you make any investment in a prior year (but after December 31, 1969) that could jeopardize your charntabie
purpose that you had not remaved from Jeopardy n the first day of your tax year beginning in 19307 .
14 Tzxes cn taxable expenditures (section 4845);

(a) During the year did you pay, or incur any amount to:

{1y Carry on propaganda, or otherwise attempt to influence legisiation by attempting to affect the opinion

cf the general public or any segment thereof, or by communicating with any member or employee of a
legisiative body, or by communicating with any other government official or employee who may partncrpate

i the formuiation of legisiation? . . . .o .

(2) Influence the outcome of any specxfrc pubhc electlon or to carry on, drrectlj or mdxrectly, any voter
registration drivel . . . . L . . . . 0 e e e e e e e e e e
(3) Provide a grant to an individual for travel, study, or other similar purposes? . . . e

(4) Provide a grant to an organization, other than a charitable, etc., organization descnbed in paragraph (1),

(2), or (3) of section 808(a)? . . . . . . v .o e e e e e e

No

|
|

(5) Provide for any purpose other than religious, charitable, scientific, literary, or educational pur r for
the prevention of crueity to childrenoranimalsz. . . . . . . . . . . . . . .
(b) If you answered ‘‘Yes'' to any of questions (a)(1) through (a)(5), were all such transactions excepted transac- .
tions as described in the instructions? . . . . . . . . . L 0 L0 L e s e | e | e
(c) It you answered "Yes" to question 14(a)(4), do you claim exemption from the tax because you maintained ex-
penditure responsibility for the grant (as explained in item (12) of the instructions for line 14)2. . .
_If “Yes,” attach the statement required. VAV
[T 3 Statement Regarding Contributors, Compensation, etc. .
1 Persons who became substantial contributors in 1980 (if more space is needed, attach schedule):
Name Address
!
i
|
1
2 Officers, directars, trustees, foundation managers and their compensation, if any, for 1980:
i Tit d ti Contributions Expense ac- i
: Name and address dnvot:d ;",' po,m,,, I::nm:m?n.s c:ﬁ:‘:'.'::l;:r Campensation

Total?..)

3 qurnpon:atlon of five highest paid employees for 1980 (other than included in 2 above—see instructions):

itle, and time Contributions Expense ac. )
Name and address of employeas paid more than $30,000 Title, ) to employes count, other Compensatian
) devoted to position benefit plans allowances

Nﬁ,ﬁ_,ﬂ_ﬁagagj_i_jﬁﬂ—“_a

e B st

f
|

Toit:E :vuemﬁ'%? oé&th-er .emtf'évm ‘ . 7



Form 990-PF

ATTACHMENT I

(1380)

ATTACHMENT I

Page 5

-:-:ﬂ;j Statement Regarding Contributors, Compensation, etc. (continued)

TSI s

4 Five highest paid persons for professional services for 1980 (see Instructions):

Name and address of persons paid more than $30,000

Type of service

Compensation

>tal number of others receiving over
30,000 for_professional services b»

m Capital Gains and Losses for Tax on Investment Income

... ...

a. Kind of property. Indicate security,

raal astate, or other (specify)

b. Description (oxamples:
2" Co.

0 sh. of *
2 story brick, etc, )

c. How acquired
P—~Purchase
D—Donation

d. Date acquired
{mo., day, yr.}

e. Date sold
(mo., day, yr.)

"

f. Grass sales
minus dxpense of sale

rice

g. Depreciation allowed

{or allowable)

h. Cost or other basis

i. Gain or (loss)
(t plus g minus h)

*

'
|
i
|
|
»
i
|

Corndllu anly for assets showing gain In column i and owned by the foundation on 12/31/69

I F.M.V

. a8 of 12/31/69

k. Adjusted basis
as of 12/31/69

I. Excess of col. j
over cal. k, if any

m. Losses (from col, i)

Gains (excess of col. i gain over col |,

but not less than zero)

] -

Capital &aln et income or (net capital loss) . {

‘{at sho|
ain, al
33, erl

-terid capital galn (loss) as defined In section 1222(5) and (6)

t"o entdf In Part |, column

ter - Part |, column.(C)

&C) line 9 (see instructions for line 9) }

1f gain, also enter in Part |, line 8
If (loss) enter —0— in Part I. line 8

|

!ll-Oll

21
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ATTACHMENT I

Form 990-PF (1380)

ATTACHMENT I

Page 6

T Minimum {nvestment Return for 1980
(Operating Foundations—See instructions)

1 Fair market value of assets not used (or held for use) directly in carrying out exempt purposes:

(a) Average monthly fair market value of securities . . . . . . . . . . .
(b) Average of monthly cash balances . . . . . . . . . « « + + « .« .
{¢) Fair market value of all other assets (see instructions) . . . . . . . . .

(d) Total (add lines (@), (b, and (€)) « « « =+ &+ « + « ¢ 4 e 4 e e

2 Acquisition indebtedness applicable tolinelassets. . . . . . . . . . . . .,

Jlnel(d) minus lin@ 2. . . & « & + ¢ 4 ¢ e v e e 4 e e e e e

4 Cash deemed held for charitable activities—enter 114 9% of line 3 (for greater amount, see instructions) .

BLine3d3minuslined . . . & 4 & v vt e e e e e e e e e e e e

6 Enter 5% of 1in@ 5 . . . . . .4 b e e e e e e e e e e

Computation of Distributable Amount for 1980
(See instructions—not applicable to operating foundations)

4]

1 Adjusted net income from Part1,1ine25(c). . . . « v « ¢ v ¢ v e e e 0 e
2 Minimum investment return from Part Vlll, line6. . . . . . . . . . « . . . .
3 Enterthelargeroflinelorline2, . .+ . « « & + « ¢« o & v+« 4 4 a4 s

4 Total of.

ka) Tax on investment income for 1980 from Part ll,linel. . . . . . . . . .
i
|

|

i(b) Income tax on unrelated business income for 1980 (Form 990-T) . . . . . .
8 Distributable amount (line 3 miNuUs liN@4) « + « & « « + & & & ¢ & 4 W . . .

6 Adjustments to distributable amount (see instructions) . . . . . . ¢ v ¢ ¢ 0 . .

7 EDistributablo amount as adjusted (line 5 plus or minus line 6)-——also enter in Part XI, line 1 .

m Qualifying Distributions in 1980
| - (See instructions)

?
i
i

1|/ Amounts paid (including administrative expenses) to accomplish charitable purposes:

(a) Expenses, contributions, gifts, etc.—total from Part I, column (D), line24. . . . . .

(b) Program-related investments (see instructions) . . c e e e s e e e e e

2/ Amounts paid to acquire assets used (or held for use) directly in carrying out charitable, etc., purposes .

3 Amounts set aside for specific pro]ectk which are for charitable purposes . . . . . . .

i

Tot'il[ﬁl@.llfyirg distributions made in 1980 (add lines 1, 2, and 3)=also enter in Part XI, line 4 .

22

!
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ATTACHMENT I

Form 990-PF (1980)

ATTACHMENT I

Computation of Undistributed
income (See instructions)

(a)

Corpus

(1)

Years
prior
to 1979

()

1979

1 Distnbutable amount for 1980 from Part 1X .
2 Undistributed income, if any, as of the end of 1979;
(a) Enter amount for 1979 .
{b) Total for prior years: .......... ) enerenenaes V enearrennies
3 Excess distributions carryover, if any, to 1980:
(a) From 1975 .
(b) From 1976.
(c) From 1977 .

(d) From 1978.

(e) From 1979,

S

7

2

9
"/ 7
4% ;////

() Total of 3(a) through (8) .
Qualifying distributions for 1980 (¢ )
(8) Applied to 1979, but not more than line 2(a) .
(b) Abplied to undistributed income of prior years
(Election required) . e e e
(c) Treated as distributions out of corpus (Election
required) e e e e e
(d) Applied to 1980 distributable amount .
(e) Remaining amount distributed out of corpus
Excess distributions carryover applied to 1980 .
(It anj amount appears in column (d), the same
amoutbt must be shown in column (a))
Enter the net total of each column as indicated
belowf
(8) Corpus. Add lines 3(f), 4(c), and 4(e). Subtract
line 5 C e
(b) Prior years undistributed income. Line 2(b)
minus line 4(b). This amount is taxable—File
Form 4720 . e e e e
(¢) Undistributed income for 1979. Line 2(a) minus
line 4(a). This amount is taxable—File Form
4720
(d) Undistributed income for 1980. Line 1 minus
lines 4(d) and 5. This amount must be dis-
tributed in 1981 . e e e
7 Amoqnts treated as distributions out of corpus to
satisfy requiremants imposed by sections 170(b)
(1)(D) or 4942(g)(3) (see instructions) .
8 Excess distributions carryover from 1975 not ap-
plied pbn line 5 or line 7 (see instructions) . .
9 Excess distributions carryover to 1981. (Line 6(a)
minus lines 7 and 8.) .
10 Analysis of line 9:
(a) Excess from 1976 .

(b) Excess from 1977 .

Excess from 1978 .

7 %
o5

000

)

7 777
)

_

*

|

(¢)

(d) gExc‘es's ¥rom 1979 .

f{8) [Excess from 1980 .

shdeba7

§

N

\\
N
N

N
AR

_

\\“\_\
N

/ 0

7
// o /’///// '///// 7 ?
% .

2|
//// .

7 /
7 7

Y

330237840



ATTACHMENT I ' ATTACHMENT I

Form 990-PF (1930) Page 8

Private Operating Foundations
(See instructions and Part V, Question 9)

1 (a) 1f the foundation has received a ruling or determination letter that it is an operating founda-

" tion, and the ruling is effective for 1980, enter the date of the ruling . .
(b) Check box to indicate whether you are an operating foundation descnibed in sectlon (] 4942(i)(3) or [] 4942(j)(6) (see

instructions).

Tax year Prior Three Years

Total
1980 ©® 1979 1 1978 (& 1977 e ota

2 (a) Adjusted net income (from Part I, | (a)
line 25(¢c) for 1980. Enter cor:
rzsponding amount for prior
YEAIS) o ¢ o s e o 4 e e

(b) 85% of line (&) . . . . . .
(c) Qualifying distributions from Part
X, line 4 for 1980 (enter corre-
sponding amount for prior years) .

{d) Amounts included in (c) not used

directly for active conduct of ex-

" emptactivities. .. . . . . .

(e) Qualifying distributions made di-

" rectly for active conduct of exempt

" purposes (line (c) minus line (d)) .

3 Camplete the aiternative test in (a),

(b), or (¢) on which the organization

relies:

(8) “Assets” alternative test—enter:
(1) value of all assets . . . .
(2) Value of assets qualifying un- ,

der section 4942())(3)(B)(i) .
(b) “Endowment” alternative test—

ﬁ Enter 24 of minimum investment

| return shown in Part VIli, line 6

| for 1980 (enter 24 of comparable

: amount for prior years) . . . .
(q) “Support’’ alternative test—enter:

(1) Totali support other than
gross investment income (in-
terest, dividends, rents, pay-
ments on securities loans
{section 512(a)(5)), or royal-
tles) . . . . . . . .

. (2) Support from general public
"~ and § or more exempt organi-
zations as provided in section

=TV T 1) 14:)1411) J

(3) Largest amount of support
from an exempt organization

(4) Gross investment income .

# U.S, GOVERNMENT PRINTING OFIFICKE: 1580——313-087 32-0237640

:

/ (see Instructions) . . . .
|

} 24
f
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ATTACHMENT II ATTACHMENT II
Form 990-AR

1930
Annual Report

of Private
Foundation

Name

Under Section 6056 of the Internal Revenue Code

This Annual Report and

the annual return of the foundation
fited on Form 990—PF are available for
public inspection. Consult an

Internal Revenue Service office for
further information.

25




ATTACHMENT II ATTACHMENT ITI

Form 990-AR (1980) Page 2

Annual report for calendar year 1980, or fiscal year beginning , 1980, and ending , 19
Name of organization Empioyer identification number

Address of principal office

If books and records are not at above address, specify where they are kept Name of principal officer of foundation

Public inspaction (see instruction C):
(a) Enter date the notice of availability of annual report appeared in newspaper » . .. ... ... ... .
(b) Enter name of newspaper B . e T
(c) Checx here p» [j if you have attached a copy of the newspaper notice as required by instruction C. (If the notice is not
attached, the report will be considered incomplete.) ’

Check this box if your private foundation status
Check box for type of annual return B [7] Form 990-PF [7] Form 5227 terminated under section 507(b)(1)(A) P> O

Revenues
1 Amount of gifts, grants, bequests, and contributions received for the year

ZGrosQincomefortheyear D
3 TOAl « v v e e v e e e e e e e e e e e e e e e e e e e e e
Disbursements and Expenses )

4 Disbursements far the year tor exempt (charitable) purposes (including administrative expenses) . .

5 Expenses attributable to gross income (itam 2 above) for the year. . . . .

, Foundation Managers
6 List g'll managers of the foundation (see section 4946(b)):

Name and title Address where manager may be contacted
during normal business hours

6a UT here any managers of the foundation who have contributed more than 2% of the total contributions received by the foun-

dation before the close of any tax year (but only if they have contributed more than $5,000). (See section 507(d)(2).)
|

6b List here any managers of the foundation who own 10% or more of the stock of a corporation (or an equally large portion of the
ownership of a partnership or other entity) of which the foundation has a 10% or greater interest.

! 26




ATTACHMENT II

Form' 990-AR (1980)

ATTACHMENT II

Page 3

Balance Sheet Per Books at

the Beginning of the Year

Assets

Cash

Accq;unts and notes receivable N I
inventories .o
Securities:
Government obligations . T D
Corporatebonds . . . . . . . .|
Corporate stocks ., LR U,
Mortgage loans . . . . . .

Real estate . .

Liabilities
Accounts payable . . . . . .
Contributions, gifts, grants,
etc., payable . . . . . .
Bonds and notes payable . .
Mortgages payable . . ., . .

Other liabilities . .

Total liabilities. . . . .

Net Worth

Principal fund . . . . . .

.............................

.............................

Less: Depreciation .

Other assets .

Less: Depreciation .

Incomefund . . . . . . .

Total assets

Total net worth . . . . . .

8
Total liabilities and net worth

j ltemizad Statement of Securities and All Oth

er Assets Held at the Close' of' th'e ‘i’ax Year

Asset

Book value

Market value

T
[
i
1
|
'




ATTACHMENT II

ATTACHMENT IT

Form 990-AR (1980) Page 4
Grants and Contributions Paid During the Year or Approved for Future Payment
Recipient lmll’lvri?iﬂlpil..:::ar.:ny
relationship to any Cancise statement of Amount

Name and address (home or business)

foundation manager
or substantial
contributor

purpase of grant or

contribution

Paid duriﬁg yoar

Total, .« . &« o v 0 v v e e . . « v . b
Approved for future payment
Total . L T T S S S S R S B S TR Y SR SR S S S e s s »

A notice has been published that this Annual Report is available for public inspection at the principal offices of the foundation, and copies of this
Annual Report have been furnished to the Attorney General (or his/her designate) of each State entitled to receive reports as required by instruction E.

Date p Preparer’s signature

D s

b Preparer's sddress

Instructions

A. Wha Must Flle.—An annual report is
required from the foundation managers (as
defined ih section 4946(b)) of every orga-
nization that is a private foundation, in-
cluding 8 nonexempt charitable trust de-
scribed |in - section 4947(a)(1) that is
treated 4s a private foundation, and that
has at least $5,000 of assets at any time
during a tax year, A private foundation may
tile this form as its annual report.

Foundation managers who prefer not to
use this: form may prepare the report in
printed, typewritten, or other form as long
as it readily and legibly discloses the in-
formation required by section 6056 and the
related regulations.

The annual report is required in addition
to, and not in place of, the information re-
ggiar;d on Form 990-PF under saction

B. Where and When to File.—File the an-
nual regort by the due date of the orga.
nization's annual Information return, Form
990-PF or Form 5227, with the same serv-
ice center where the return is filed. See
the Instructions for Form 990~PF and Form
5227 for more information.

C. Public Ins lon of Private Founds-
tion's Annual Report.—Foundation man-
agers must make the annual report avail-
able for|/inspection during regular business
hours at the principal office of the founda-
tion, or may furnish a free copy to any per-
son requesting inspection, provided the re-
gquest is made at the time and in the man.
ner prescribed in gection 6104(d) and ths
refated regulations.

A notjce that the private foundation’s an-
nual report is available for inspection must
be published bf the due date for filing the

eport, including any extensions of
time for filing. The notice must be pub-
lished In a newspaper with general circula.
tion in the county in which the principal of-
fice of the private foundation is located. (A
newspaper or journal that publishes real

estate title transfers or other similar legal
notices to satisfy State statutory require-
ments is also considered to have genaral
circulation.) The notice must state that the
annual report of the private foundation is
available for inspection at its principal of-
fice during regular business hours by any
citizen who requests inspection within 180
days after the date the notice is published.
It must also show the address of the pri-
vate foundation’'s principal office and the
name of its principal manager. A private
foundation may designate, in addition to
its principal office, any other location at
which its annual report will be made avail-
able. Another focation may aiso be desig-
nated if the foundation has no principal
office, or none other than the residence of
a substantial contributor or foundation
manager.

A copy of the notice must be attached
to the annual report filed with the Internal
Revenue Service. Because IRS makes the
annual report available for. public inspec-
tion under section 6104(d), the report and
any attachments should be of such quality
thi‘:lt they can be reproduced photographi-
cally.

A private foundation that has termi.
nated its status as such under section 507
(b)(1)(A), by distributing all its net assets
to one or more public charities without re-
taining any right, title, or interest in those
assets, should check the box on page 2
indicating termination. It does not have to
publish notice of availability of its annual
repart or furnish the report to the public
for the tax year in which it terminates
(Reg. 1.507-2(a)(6)).

D. Signature and Verification.—The re-
port must be signed by the foundation
manager.

E. Furnishing of Copies to State Officers;

‘Listing of States.—-Saction 6056 requires

foundation managers to furnish a copy of
the annual report to the Attorney General
(or his or her designate) of (1) sach State

required to be listed in Part ‘V of Form

990--PF or Part Ill of Form 5227, (2) the
State in which the pringipal office of the
foundation is located, (3) the State in
which the foundation was incorporated or
organized, and (4) any other State if re.
quested. The report must be furnished at
the same timae it is sent to IRS. The foun.
dation manager must attach to the report
a copy of the Form 990-PF (or Form 5227)
and a copy of any Form 4720 filed by the
foundation with IRS for the year.

F. Penalty for Not Filing the Annual Re-
port and Notice on Time.—If a private
foundation does not file the annual report
by the due date or does not comply with
the requirements under instruction C, the
person required to file will be charged a
$10 penalty under section 6652 for each
day the report and notice are late, up to a
maximum of $5,000. if more than one per-
son is required to file, all such persons will
be jointly and separately liable for the
penaity.

The penalty of $10 a day may also be
charged if a report is filed with information
omitted. An entry should be made in each
part of the form. If a part or line item does
not apply, “N/A” (not applicable) should
be entered in that space. (See Rev. Rul.
77-162, 1977-1 C.B. 400, for details.)

If the failure to file the annual report or
comply with instruction C is willful, a pen-
alty of $1,000 for each such report or no-
tice wiil be charged In addition to the above
amount. (See section 6685.)

Organizations that have given notice
under section 508(b) regarding their foun-
dation status and have not received a de-
termination letter from RS on their status
should refer to Rev. Proc, 79-8, 1979-1
C.B. 487, or later revisions for rules relat-
ing to relief from the penalty provision of
section 6652, .

G. Foreign Organizations.—A foreign
organization which received substantially
all of its support (other than gross invest-
ment income) from sources outside the
United States will not be subject to the re-
quirements of instructions C and E above.

'S, GOVERNMENT PRINTING OFFICE 1 190—C0~313-084
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ATTACAMENT TIIX

Return of Private Foundation

ATTACHMENT TII

OMB No. 15450052

o 980-PF

Depsrtment of the Tressury
internsl Rovon’go Service

or Section 4947(a)(1) Trust Treated as a Private Foundation

Note: You may be able to use a copy of this return to satisfy State reporting
requirements.

For the calendar year 1981, or tax year beginning . 1981, and ending

1981

Narme of organization Employer identification number
Pleass type, !
at::(':;t'l:;ol. Address (number and street) State registration number (see instructions)
See Specific
City or town, State, and ZiP code It the foundation is in a 60-
Instructions month termination under sec-
tion 507(b)(1)(B) check here . P» )

————
—

it address changed, check here p» [] Foreign organizations, check here p» [

Chack type of organization
Exempt private foundation [T} 4947(a)(1) trust [] Other taxable private foundation

year

Fair market value

of assets at end of

Check this box if your private foundation status terminated under section 507(b)(1)(A) » O

The baoks are (n care of p»
Located at

Telaphone no. p» structions

Section 4947(a)(1) trusts filing
this form in lieu of Form 1041,
eheck here and see general in-

» ]

(A) Revenue and (B) Computation of

Analysis of Revenue and Expenses

2 Contributions from split-interest trusts
3 Membership dues and assessments .

wP t bin
VA" (See instructions for Part I) loera | "etiemeent | s
1 Contributions, gifts, grants, stc. (attach schedule) Y,

-

(C) Computation of | (|
u [

0) Disbursements
for charitable
purpose

4 Interest on savings and temporary cash investments
5 Dividends and interest from securities

6 Gross rents .

piisrimin Zé////é//ff/////%
| (Geass roceits b $.e.r ////%

' of sales b $

ctivities:
minus cost

evassscsmunsvsoncusnvonone

s n or (loss mma.e.u:u .no.on.no. W///////// 2

5| 5 e or o o sy St n e W///////////////////////
s short-term ca ain . . Z Z

&| 9 Net shortt pital gai . 7//////;%//////%

i
é

. %

12 Other income (attach schedule) .
13 Total—-add lines 1 through 12 .

.

14 Compensation of officers, etc.

15 Other salaries and wages . . . .
16 (a) Pension plan contributions .

[ (b) Other employee benefits .

17 Investment, legal, and other professional services

jm 'mm L] - L] [ ] . L]
19 Taxes (attach schedule) .

. .

Expenses

30 Depreciation, amortization, and depletion .

21 Occupancy
Other expenses (attach schedule)
Contributions, gifts, grants (from Part XIlI) .
Total-—add lines 14 through 23 . . .

25 (8) Excess of revenue over expenses: Line 13 minus fine 24 .

) Net investment income (if negative, enter ~0~) . . VZ//
(¢y Adjusted net Income (If negative, enter -0-) . 7

4|7 7

{eencccasnncnavanvacaen

4940(b), or 4948—See Instructions)

“part 1t Excise Tax On Investment In;oﬁe'('s'.ect.ion 4940(a),

mestic organizations enter 2%, of line 25(b). Exempt foreign organizations enter 49 of line 25(b) .
ax under section 511 (exempt foundations and exempt foreign organizations enter <0-) .

d lines 1 and 2. e e e s s . . e e e e e
under subtitle A (exempt foundations and exempt foreign organizations enter =0-) .
on investment income (line 3 minus line 4 (but not less than —0-)) .
Ite: (a) Exempt foreign organizations~=tax withheld at source .

L N W Y )

|
i

(b) Tax paid with application for extension of time to file (Form 2758) .

! H ! « o e a
ax due (" ne 5 minus line 6) . y in full with return. Make check or money order payable to Internal Revenue Service

(Writs smpioyer identification number on check or money order)
yment-—(iine 6 minus line 8) .,

aN

>

B e e

For Tnpomd( Reduction Act Notice, see page 1 of the instructiony,
1

|



ATTACHMENT III

ATTACHMENT ITI

:ﬂn 990-PF (1981) Page 2
Balance Sheets Any required schedules should be for end of year amounts only. A e & (B) End of year
1 Cash—non-interest bearing . . . e e e e e e e
2 Savings and temporary cash investments e s e e e e e s
3 Accounts receivable p
minus aflocwance for doubtful accounts P « e e e
4 Pledges receivable p
minus allowance for doubtful accounts b . v e . -
5 Grants receivable . . . . e e v e e -
6 Receivables due from officerx, directors. trustees and other dlsquahf ed persons
(see instructions) . . . . . e e e e s s e e e e s
7 Other notes and loans receivable >
3 minus allowance for doubtful accounts .
8 inventories for saleor usa. . . e s e e e e s s e e e
9 Prepaid expenses and deferred charau e e e e e e e & & v e e
10 investments—securities (attach schedule) . . . . . . . . « .« .« . .
11 investments——and, buiidings, and equipment: basis p
‘minus accumulated depreciation P (attach schedule) . . . |.....
12 investments~—mortgage loans . . . . . . . .« . . e e e e e
13 'Investments—other (attach schedufe) . . . . . . . . « . . . . .
14 Land, buildings, and equipment: basis p-
minus accumulated depreciation » (attach schedule) . . .
18 Other assets: e e e e e e o
16 A Total assets (add lines 1 through18). . . . . . . . . . . . . . .
17 Accounts payable and accrued expenses . . . . . . . . . . . .
18 Grantspayable. . . . . . . e < 4 4 o s s 4 s & 8 & & o
;.g 19 Support and revenue designated for future periods (attach schedule) . . . . -
E| 20: Loans from officers, directors, trustees, and other disqualified persons . . .
21 Mortgages and other notes payable (attachschedule) . . . . . . . .
22! Other liabilities: e e e e
23 Total liabilities (add lines 17 through 22) . . . . . . .
Organlutiom that use fund accounting, check here D and compleu Iines 24
through 27 and lines 31 and 32
§ 24 (a) Current unrestricted fund . . . « + <« « + o o s 2 e o o
} [ (b) Current restricted funds . . . . . . . . . . .« ¢« + . . .
g 25 Land, buildings, and equipment fund. . . . ¢« 4 4 4 e e e s .
SZGEndowmcntfund. . e e e e e e e e e e e e e e e
27! Other funds (Describe
' Organizations not using fund accounting, ch‘dr hern ) L‘_] and eompleto nnu 28-32.
g 28 Copital stock or trust principal . . . . & & .« 4 . 4 4 4 4 e . .
29 Paidin or copital sUrplus . . . . .« 4 4 s e e e s 6 0 e .
g 30 Retained earnings oraccumulsted income . . . . « « ¢« « ¢ 4 o o .
i | 31 Total fund balances or net worth (see instructions) . . . . . . . . . .
32 Totsl liabilities and fund balances/net worth (see instructions) . . . . . . .
Part IV Analysis of Changes in Net Woﬁﬁ or Fund Balances
1 Tdul net worth or fund balances at beginning of yar—-—Part lll Column A, llno 31 . « 4 e e
2 ramount from Part |, llne25(8) . . . « « « & & &« & + 4 4 4 e . e e e e e
3 er increases not Included in line 2 (itemize) P
4 Addilines 1, 2, 8nd 3 . . . . .t v 4 e e e e e e s e e s e e e e e e s s
s resses not included in line 2 (temize) P L
al net worth or fund balances at end of year (line 4 minus line 5)—Part ili, Column B, line 31 . .
tements Regarding Activities
File mo it you answer “No™ to question 10(b), 11(b), or 14(b) or “Yes” to gquestion 10(c), 12(b), 13(a), or 13(b). Yes | No

During the year did you participate or intervense in any political campalgn? . .

Did you file Form 1120-POL? . . . . o « o & s o o s o o & &

During the tax year, did you attempt to influence any national, State, or local legistation? .

Did you spend mors than $100 during the year (sither directly or indirectly) for political purposes (see instructions for definition)? . .«
‘ If you answered “Yes" to 1(a), (b), or (¢), attach a detailed description of the activities and coples :
of sny materials published or distributed by the organization in connection with the activities. %

. . . e . . L]

|

e s e v e+ s &

30
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ATTACHMENT III ATTACHMENT III

Form 990-PF (1981)

{
w

2 Ve Statements Regarding Activities (continued)

2 Hevfe you engaged in any activities which have not previously been reported to the internal Revenue Service? . . .
it “Yes," attach a detailed description of the activities.

3 Have you made any changes, not previously reported to the IRS, in your governing instrument, articles of incorpo-
ration, or bylaws, or other similar Instruments? . .« « « &+ « o « « o o « « 4 . 4 4 4 e e e s
It “Yes,” attach a conformed copy of the changes.

4 (a) Did you have unrelated business gross income of $1,000 or more duringtheyear?. . . . « « o« ¢ o+
(b) If “Yes,” have you filed atax return on Form 990-Tforthisyear? . . . . « « o « « « & o« « o« &

8 Was there a liquidation, termination, dissolution, or substantial contraction during the year? . .
it “’Yes,” attach a schedule for each asset disposed of showing: the type of asset, the date of d:sposatlon, its cest or
otheldl:asiis‘; its dialr market value on date of disposition, and the name and address of each recipient to whom assets
were distributed.

6 Did you have at least $5,000 in assets at any time duringtheyear?. . . . . . . + « & o « o « o &
it *“Yes,” complete Parts X1l and XIV.
7 Are the requirements of section 508(e) (relating to govemning instruments) satisfied? (Ses instructions) . . . .
It “*Yes,” are the requiremants satisfied by:
(») Language in the goveming instrument (otiginal orasamended), or . + « « « ¢ '« 2 « ¢« o« o o o
(b) Enactment of State legislation that effectively amends the governing instrument with no mandatory directions
| In the governing instrument that conflict with the Statelaw?. « + « ¢ « ¢ o o o o o s & o » ©
8 (u); Enter States to which the foundation reports or with which it is registered (see instructions) p.......... eavanoomanaes

(b) I you answered 6(a) *‘Yes,” have you furnished a copy of Form 990~PF to the Attorney General (or his or her

designate) of each State as required by General Instruction K.1?. . + . + « & « « « « o & Y.

If “No,” attach expianation.
9 Arq you cleimlng status as an operating foundation within the meaning of sections 4942(j)(3) or 4942(])(5) for calen-
dar yesar 1981 or fiscal year beginning in 1981 (see instructions for Part Xil)? . . . . . . . . e e
Yeos,” complete Part XIil,
10 Seh-deellng (section 4941);
(e) During the year did you (either directly or indirectly):

(1) Engage in the sale, or exchange, or leasing of property with a disqualified personz. . . . . . . .
! (2) Borrow money from, lend money to, or otherwise extend credit to (or accept it from) a disqualified person? .
(3) Fumish goods, services, or facilities to (or accept them from) a disqualified personz. . . . . « «
| (4) Pay compensation to or pay or reimburse the expenses of a disqualifiedperson?. . . . . . . . .
J‘ (5) Transfer any of your income or assats to a disqualified person (or make any of either available for the
] benefit or use of a disqualified person)? . .
|

i (6 ree to pay money or property to a overnment official? (Exceptlon' check “No" if you agreed to make a
® ’gent to gr )t’o emplyoy t!?e ofﬂgi{l for f period after he or she terminates government sarvice if he or she is
terminating within 90 days.) . « « ¢ & & o o o ¢ o o o o s o & ¢ & o s « ¢ o

(bb If you answered “Yes’ to any of the questions 10(a)(1) through (6), were the acts you engaged in excepted acts
| as described In regulations section 53.4941(d)~3and42. . . . .+ ¢ 4 . . 0 . o . . ..
(c} Did you engage in a prior year in any of the acts described in 10(a), other than excepted acts, that were acts of
i self-dealing that were not corrected by the first day of your tax year beginningin19812. . . . . . . .
11 Taxes on failure to distribute income (section 4942) (does not apply for years you were an operating foundation as
defined In section 4942(j)(3) or 4942())(5)):
(#) Oid you at the end of tax year 1981 have any undistributed income (lines 6(b) and (c), Part XI) for tax year(s)
beginning before 19812 . . . . ¢ ¢ & o & « » o o s + 2 s e o o 6 a8 4 s & s e 0w
i If “Yes,” list the years )
q») If “Yes,” to (a) above, are you applylng the provisions of section 4942(a)(2) (relating to incorrect valuation
! of assets) to the undistributed income for ALLsuc{years?. . . . . . « « « &« o+ & .« o e
(¢) it the provisions of section 4942(a)(2) are being applied to ANY of the years listed in (3) abave, Ilst the yeerl
hers and see the Instructions ». . ’
12 Taxes on excess business holdings (section 4943)
) Did you hold more than 29, direct or indirect interest in any business enterprise at any time during the year?. .
(b) If “Yes,” did you have excess business holdings in 1981 as a result of any purchase by you or disqualified per-
sons after May 26, 1969; after the iapse of the 5-year period to dispose of holdlnss acquited by gift or bequest;
or ofter the lapse of the 10-year first phasa holdingperfod? . . . . . . . “ e e
Note: You may use Schedule C, Form 4720, to determine if you had excess buslness holdlngs in 1981
13 Taxas on investments which jeopardize charitable purposes (section 4944):

s) Did you invest during the year any amount in a manner that would jeopardize the carrying out of any of your
charitable purposes? . « . « ¢« ¢ ¢ o « « o o o e o 6 8 3 4 6 & o 6 « o & & & &

) Dld you make any investment in a prior year (but after December 31, 1969) that could jeopardize your charitable
that you had not removed from jeopardy on the first day of your tax year beginning in 19812, ., . .

N\ [

W

7

.

0
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ATTACHMENT III

Form 990-PF (1981)

ATTACHMENT III

-

Page

frrus ~ Statements Regarding Activities (continued)

14 Taxes on taxable expenditures (section 4345):

(#) During the year did you pay or incur any amount to:
(1) Carry on propaganda, or otherwise atternpt to influence legislation by attempting to affect the opinion

of the general public or any segment thereof, or by communicating with any member or employee of a
legislative body, or by communicating with any other gavernment official or employee who may participate

in the formulation of legislation?. . . . . . « « + ¢« + « + 4+ . . . « e s e e
(2) influence the outcome of any specific public election, or to carry on, directly or indirectly, any voter

. registration drive? . . . ¢ . ¢ . 4 0 4 e s e 4 e e e e e e e e e e e e

(3) Provide a grant to an individual for travel, study, or other similarpurposes?. . . . . . . . . . .

(4) Provide a grant to an organization, other than a charitable, etc., organization described in paragraph (1),

(@,0or(Iofsection B0(AI? . . + « 4 4 + 2 s s s s s s e e o s s e & s e .

(5) Provide for any purpose other than religious, charitable, sclentific, literary, or educational purposes, or for

the prevention of crueity to childrenoranimals? . <« . « « & + ¢ & ¢ « « ¢ o « o o o

(b) if you answered “Yes" to any of questions (a)(1) through (a)(3), were all such transactions excepted transac-
tions as described in regulations section 53.494582 . . . . . . ¢« . ¢ v e 0 e e e e

(c) If you answered ‘"Yes" to question 14(a)(4), do you claim exemption from the tax because you maintained ex-

penditure responsibility forthe grant? . . . . « « ¢ + + ¢ 4 . ¢ 4 s 4 s s e v e e e
if **Yes,” attach the statement required.

13 Did any persons become substantial contributors duringthetaxyear?., . . . . « + « ¢ ¢ o o « &
If “Yes,"” attach a schedule listing their names and addresses.

\§
\

Statement Regarding Officers, Compensation, etc.

1 Officers, directors, trustees, foundation managers and thelr compensation, if any, for 1981 h

Name and address ployes benefit plans

Title. 3ad sverage hours | coneripations to erm- sccou
per weok devoted to Expanse sccount, Compensation

y
i

|
il
T
|

|
! e e e . D

?::mpe.n;;tic;ﬁ O.f ﬂ.vo .hig. m p'ald.employm for 1981 (cther than included in 1 above—see instructions):
Name end address of emplayess paid more than $30,000 P I S i Compaensation
Total humber of other smployess paid over $30.000 > I T

3 Fivg highest paid persons for professional services for 1981 (see instructions):

Name and address of persons paid more than $30,000 Type of service

Compensation

——4— 4 &

Total number of others mnlvln! over $30,000 for professional services b
32




ATTACHMENT III

ATTACHMENT III

Form 950-P¥ (1981) Page 5
Capital Gains and Losses for Tax on Investment income
s Klnd ot property. Indicate security, b. Description (sxamples: ¢. How acquired d. Date acquired . Date sold
real astats, of other (specify) ’éogo‘iug:,cf" “023 g —P"Do rehase (mo., day, yr) (mo., day, yr.)
1
1. G | ] ] Howed . Gal
minus expente of tale Lty Ak h. Cost or other baals o e
h ti 3
Complete only for assets showing gain in column | and owned by the foundation on 12/31/69 aain m” : m‘f"}“}f ,",,' 3’. ot
1 & Adjusted basis 1. Excess of col. s (excess o ’
1 FMV. e of 12/31/69 Sy weyr-tyry vt et But not less than zerc)
/)

2 Capltal gain net income or (net capital loss) . { :: %,ﬂ:;,‘:?&m_gj?npg:t",jw:‘as o« o

3 Net short-term capital gain (loss) as defined in section 1222(5) and (6)

Fain. ‘also enter In Part 1, column (C), llno 9 (see instructions for line 9) }
f loss, enter -0 in Part |, ‘column (C), line 9

Minimum Investment Return for 1981

erage monthly fair market vafue of securities . . . . « . ¢« « ¢ o o o« .
rageof monthlycash balances . . . . . ¢ ¢ ¢ ¢ ¢ s o s e « o »

f(add lines (8), (D), 8AA (C)) . . o &+ & « o ¢ o « o o o o« o o »
2 Acquisition indebtedness applicabletoline 1 assets . « . . « . . . . . & 4 o
3 Line f!(d) minus iN@ 2. . « ¢« ¢ « & « ¢ o & o 2 2 o o« o & o s 8

4 Cash desmed held for charitable activities—enter 114% of line 3 (for greater amount, see instructions) .

5 Un‘ :3 mlnu' “n. ‘ « o s & o . LI * e 9 . e . * e & o & o 8 o

arket value of assets not used (or held for use) directly in carrying out charitable, etc., purposes:

6 Enter 3% of line 5, . . . . .
| PEGNS Lﬁomputation of Distribtable Amount for 1981 (See instructions)

1 Adjusted netincomefrom Part L lINE25(E) « - + « « & + o o 4 o o 0 o .
2 Minimum investment retum from Part ViIL line 6. . . . & .« & o o ¢ o s o
’wml‘m’d“ﬂ.lor“mz- 5 8 8 e o e e & ® ® ® © € ® e ® a »
4 Tota) of:

(o) ?uonlnm-ntlncomoforwaumm?mll ineS. + « + v « « « « .

(b) Income tax under this subtitte A, for 1981 . . . . . . . . +« « . «

butableamount (line3 minusline4) . . « ¢« « o o ¢ ¢ ¢ o o s o o »
6§ Adjystments to distributable amounmt. . . .
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ATTACHMENT III

Form 990-PF (19!1)

ATTACHMENT IIT

" Page §
uahfying Distributions in 1981 (See instructions)
1 Amounts pald (including administrative expenses) to accomplish charitable, etc., purposes:
(») Expcnm. contributions, gifts, etc.—~total from Part |, column D, lin@e24. . . . . . . . . . .
(b) gmaram-ulated INVOSIMBALS « . . + « « <« « 4+ &+ 4 e s e e+ 4 e e e e e
2 Amoqntt paid to acquire assets used (or held for use) directly in carrying out charitable, etc,, purposes. . .
3 Amounts set aside for specific charitsble projects that satisfy the:
(a) Suitability test (prior IRSapproval required) . . . . . . « . o« 4 e 4 e e e e 0 . e
(®) Cash distribution test (attach the required schedule) . . . . . .« . + & « o « 4 « . . .
4 Total qualifying distributions made in 1981 (add lines 1, 2, and 3)—also enter in Part X1, lined . . . . .
Computation of Undistributed () ™ © @
Income (See instructions) Corpus Years prior to 1980 1980 1981
1 Distributable amount for 1981 from Part IX . . |7 7
2 Undistributed income, if any, as of the end of 1980 |/ A A
(a) Enter amount for 1980 . . . . . . . 2 727 % 7
4V¢%%%%%%7'%%%%%%%Z%%%

(b) Total for prior years:
3 Excess distributions carryover, if any, to 1981:
(a) From 1976

(b) From 1977

(c) From 1978

ooooo

(C)) i From 1979
(e) | From 1980

(YN ' Total of 3(a) through (e)
4 Qutlifying distributions for 1981 ¢

(s): Applied to 1980, but not more than line 2(a) .

(b): Applied to undistributed income of prior years 7

5 (Election required)
(c) | Treated as distributions out of corpus (Elec-
: tion required)
(d) Applied to 1981 distributable amount .
(c)¢ Remaining amount distributed out of corpus .

5 Euuian distributions carryover applied to 1981 .

f lan amount appears in column (d), the same
ambunt must be shown in column (a))

() En r thc net total of each column as indicated

(a) Corpus. Add lines 3(f), 4(c), and 4(e). Sudb-
tract line 8

(b) Prior years' undistributed income. Line 2(b)
| minus line 4(b)

(e)l Enter the amount of prior year's undistributed
| income for which a notice of deficlency has
| been issued, or on which the saction 4942(0)
; tax has been previously a

(d) Subtnct line 6(c) from line 6(b). This lmount

s taxable—File Form4720. . . . . .

(c) Undlmibutcd income for 1980. Line 2(a) mi-
L nus lln; 4°(l) Thig amount is taxable—~File

" Form4720 . . . . . e e . e 4 e
(n Undistributed income for 1981, Line 1 minus
| lines 4(d) and 5. This amount must be dis-
tributed in 19682

uirements imposed by section
(1 (D or 4942(g)(3) (see instructions) .

ess distributions carryover from 1976 not ap-

.........

oooooooooo

minuglines7and8) . . . . . . ¢ .
10 Anlalysls of line 9:
() Excess from 1977 . . .
(b) Excess from 1978. . .
(c) Excess from 1979 . .

(d) Excess from 1980 . . .
@) Excess from 1981 .

distributions carryover to 1982, (Llno 6(a) -

D7

.

LIW

Z)C )

)«

i
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ATTACHMENT III ' ATTACHMENT III

Form 990-PF (1981) Page 7
B G40 Private Operating Foundations (See instructions and Part V, Question 9)
1 (a) If the foundation has received a ruling or determination letter that It is an operating founda-

‘tion, and the ruling is effective for 1981, enter the date of the ruling. . . . . . p
(b) |Check box to indicate whether you are an operating foundation described in section [[] 49423)(3) or [ 4942(j)(5).

Tax yoar Prior 3 Years
(a) 1981 (b) 1980 ©) 1879 (d) 1978

(8) Total

2 (a) 'Adjusted net income from Part |,
‘line 25(c), for 1981 (enter cor-
‘responding amount for prior
Years) . . . . . s e v e

(b) 85% ot line (8 . + . . .+ .

{¢) Qualifying distributions from Part

X, line 4, for 1981 (enter corre-

sponding amount for prior years) .

(d) Amounts included In (c) not used

directly for active conduct of ex-

empt activitless . . . . . .

(e) Qualifying distributions made di-

rectly for active conduct of exempt

_purposes (line (c) minus line (d)) .

3 Complete the alternative test in (a),
(b), or (c) on which you rely:

(o) ‘“Assets” alternative test—enter:

(1) Value of all assets . . . .

(2) Value of assets qualifying un-

der section 4942())(3)(B)(i) .

(b) “Endowment” alternative test—

-Entar 24 of minimum Investment

' return shown In Part VIlI, line 6,

' for 1981 (enter 24 of comparable

| amount for prior years) . . . .

(c) “Support” alternative test—enter:

(1) Total support other than

gross investment Income (in-

terest, dividends, rents, pay-

ments on securities loans

(ssction 512(a)(5)), or royal-

tes) . . . o . . W

' (2) Support from general public

and 5 or more exempt organi-

zations as provided in section

4820mE)ex i . . . .

. (3) Largest amount of support

from an exempt organization .

(4) Gross Investment income . .
W}:pplementaw Information (see instructions)
tatements regarding foundation managers

(a){ List here any managers of the foundation who have contributed more than 29 of the total contributions received by the foun-.
| dation before the close of any tax year (but only if they have contributed more than $5,000). (See section 507(d)(2).)

List here any managers of the foundation who own 10% or more of the stock of a carporation (or an equally large portion of
the ownership of a partnership or other entity) of which the foundation has a 109 or greater interest.

1)

b——— s §

2 If you directly carry on any significant program service activity other than grant making as described in line 3, attach a statement
describing each activity. Include relevant statistical information, such as the number of clients, patients, students, visitors, or mem-
rs sérved,

| s
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ATTACHMENT III

Form 990-#F (198))

ATTACHMENT IIT

Page 8

.14 Supplementary Information (continued)

3 It you award grants, scholarships, fellowships, loans, prizes or similar benefits, attach a statement giving: (a) the name, ad-
drass, and telephone number of the person-to whom applications should be addressed; (b) the form in which applicaticns should

be. submitted and information and materials they should include; (¢) any submission deadiines; and (d) any restrictions or limiia-
tiohs on awards such as by geographical areas, charitable fields, kinds of institutions, or other factors.

4 Granis and Contributions Paid During the Year

or Approved for Future Payment

Recipient

Mame and addresas (home ar business)

It racipient is an
Individual, show any
relationship to any
foundation manager
or substantial
contributor

Founda-
tion Status
of Re-
cipient

Purpose of grant or
contribution

Amount

{a) Paid during year

Total (Enter this amount on line 23, Part |, also.) . e . . .
(b) Approved for future payment

h
Total . . . >

ik iiinabi] {temized Statement of Securiiies; and All Othe; A.sse.ts 'He‘ld 'at t.he' Cl.ose. of tf{e 1.'ax. Ye.ar‘(

see instructions)

Asset

Book value

Market value

the return will be considered incomplete.)
ndet pensities of perjury, | declare that | have examined this return, lncludlnf ing
correct, and complete. Declarstion of preperer (other than taxpayer or fiduciary) is based on all

hedules and

of which prep

has any

tat and to the best .°'4 my knowiedge and belief it is true,

zh
& “Hlgnature of officer or irustee Date
hl| Pmuum‘sb Date Check if Preparer's social security no.
d salf-em- }
2|y RE) sisneture ployed (] i
3 3 m e 8 oyed) El. No. ;
seif-am i
& | and address Py ZIP code P

[ u&mmgilgoma 3 188—0-343-083

I
i
i
b




ATTACHMENT IV ATTACHMENT IV

U.S. GENERAL ACCOUNTING OFFICE

OBJECTIVES, SCOPE, AND METHODOLOGY

FOR REVIEWING IRS' EFFORTS TO OBTAIN COMPLETE

PRIVATE FOUNDATION INFORMATION RETURNS

As requested by the Subcommittee on Commerce, Consumer, and
Monetary Affairs, House Committee on Government Operations, our
objectives were to (1) determine the extent and nature of incom-

/)
plete foundation returns and (2) evaluate IRS efforts to obtain

fcomplete returns,
| We conducted our review at the IRS national office, and the
fAndover, Brookhaven, and Kansas City Service Centers. Thé 3
fservice centers accounted for over 40 percent of private founda-
ition returns filed in 1981. Taken together, the rate at which
fthese service centers correspond on incomplete foundation re-
‘turns approximates the IRS national average.

To accomplish our objectives, we randomly selected 987 of

§the 14,860 990PF returns and 695 of the 10,930 990AR returns

which were processed by the three service centers during 1981

jand were on file and available during our review. About 95 per-
} cent of the returns included in our sample were for tax years

I ending in 1978, 1979, 1980, or 1981. Also, 420 of the sampled

{ returns had been either examined or selected for examination by
I IRS and were returned to the service centers for processing and
5 storage. 1In selecting 990AR and 990PF returns we used strati-
fied random sampling techniques which considered the size of the
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foundation, the presence of IRS correspondence, the segmentation
of IRS files, and the examination status of the return. 9ur
sampling methodology is discussed in detail in attachment v,

Our sample did not include the new consolidated private
foundation return because filing the consolidated return was not
required to commence until mid-May 1982--after our review was
initiated and after our samples were selected. Moreover, not
gll foundations would be required to file the return until as
ﬁate as mid-1983 because the returns are not required to be
filed until 5-1/2 months after the closing date of a foundaﬁ
tion's fiscal year. Nevertheless, since the consolidated return
includes the previously éeparate 990AR and 990PF returp report-—
;ing requirements and becaﬁse IRS has made no substantive change
;in its enforcement activities for private foundations, we
jbelieve that the results of our analysis would be similar to
;results obtained from analysis of consolidated return filings.

} To understand the purposes of and problems associated with
éprivate foundation reporting, we reviewed

--applicable sections of the Internal Revenue Code and the
; legislative history for those sections;

é --IRS implementing regulations and procedures;
f -~IRS studies concerning incomplete returns; and
! --IRS data on the costs for follo&up correspondence for
? private foundation returns.
We also held discussions with officials of the Council on Foun-
dations--a nonprofit membership organization representing about
1,000 grant makers nationwide which hold over half of total
38
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foundation assets--to discuss foundation reporting practices.

To further understand the need for and use of private foun-
dation return information, we spoke with representatives of
national, regional, and local associations of grant makers,
grant seekers, and those interested in accountability of private
foundations. sSpecifically, we held meetings with representa-
tives of the following organizations:

-~The Foundation Center, a national tax-exempt service
organization established to provide information on
foundation activities, "’

--National Committee For Responsive Philanthropy, a
tax—-exempt national coalition of social action, public
interest, and other éommunity‘based groups.

--Associated Grant Makers Of Massachusetts, a tax-exempt
association of foundations and other grant makers in the
Boston area.

--Counsel For Advancement And Support Of Education, a
tax-exempt national membership organization of colleges,
universities, and independent schools.

~-United Way Of America, a tax-exempt national membership
organization of local United Way agencies.

--Washington Council On Agencies, a tax-~exempt local
association of nonprofit organizations having a variety

of concerns, such as poverty, health care, literacy, and

housing.
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To gain additional views on foundation reporting practices and
the need for and use of private foundation return information,
we also spoke with others involved in the grant-making or grant-
seekin? process. These other groups included the Clearinghouse
For Mid Continent Foundations located in Kansas City, Missouri;
the New York Regional Association For Philanthropy located in
New York, New York; and the Metropolitan Association for Philan-
thropy located in St. Louis, Missouri. 1In addition, we met with
‘representatives of the Taft Corporation, a for-profit publisher
of foundation information. "

This work provided the basis for determining the data to be

jcollected and analyzed from each return in our random sample.

The data collected from each return included characteristics of

the foundation, results of any IRS correspondence with the foun-

rdation, and certain incomplete return information which d4id not
Emeet IRS criteria for correspondence. Our review did not
finclude all information items required on foundation returns.

; Rather, we included selected items which, when taken together,
: provide considerable detailed information on foundation opera-

tions needed in meeting the two basic reporting purposes of the

returns--tax administration and public oversight and disclosure.
To effectively and efficiently administer the Internal

Revenue Code's exemption provisions within budgetary con-

straints, IRS has identified specific return information.items

} and has instructed its service centers to correspond with.

f foundations if these items are omitted from the foundation re-

r turns filed. 1In essencé, this is the minimum amount of informa-
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tion that IR3 considers necessary for tax computation and en-
forcement purposes., Accordingly, we collected and analyzed
these information items from each return. Throughout our testi-
mony these items are referred to as tax administration reporting
requirements,

To provide public oversight of foundation activities and
provide information to grant seekers, the Internal Revenue Code
requires substantive reporting on foundation grant making pro-
;grams, investment holdings, and management. To evaluate whether
. /

‘the returns filed by private foundations facilitate this puélic
%oversight, we collected and analyzed information on 19 return
iitems which, when taken together, would provide detailed infor-

imation on foundation grants, investments, and managers. We
'selected these 19 return items from 2 sections of the 990AR.re-
‘turn and 1 section of the 990PF return. These sections had been

i

reviewed by IRS' Chief Counsel and determined to be required by

gthe code or regulations. 1In the Chief Counsel's opinion

"the failure of an exempt organization to provide the
information required*** would constitute the omission of
material information necessary for the Service to properly
administer the revenue laws. The omission of this infor-

mation would hinder or prevent the Service from being able

to perform its Congressionally assigned duties, Thus,
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the failure to provide such information should be treated
as the filing of an incomplete return***."l/
Also, these sections of the returns were included in our anal-
yses because they were frequently cited by public interest
groups as being needed by the public for grant séeking and over-
sight purposes. Throughout our testimony these information
items are referred to as public information reporting items.
The items reviewed are discussed in detail in attachment V.
| We did our audit work from September 1981 through Novimber
'

f1982. Our work was performed in accordance with generally

‘accepted Government auditing standards.

l/ General Counsel Memorandum 38760, Incomplete Returns,

EE-145-80 (June 29, 1981),

42



ATTACHMENT V ATTACHMENT V

U.S. GENERAL ACCOUNTING OFFICE

ANALYSES OF PRIVATE FOUNDATION

RETURNS FOR ADHERENCE TQ PUBLIC

_INFORMATION REPORTING REQUIREMENTS

We selected a stratified random sample of 987 990PF and 695

990AR returns from the returns on file during our review at the

Andover, Brookhaven, and Kansas City Service Centers. About 95

fpercent of the returns sampled were from tax years ending in

]
1978, 1979, 1980, or 1981 and 420 of the returns sampled had

fbeen either examined or selected for examination by IRS. The

'sample was selected from a total universe of 14,860 990PF and

10,930 990AR returns. The procedures we used to collect and
1

r .

analyze data pertaining to the returns in our sample, the re-
' sults of that sample, and the procedures used to make projec-

t

' tions to the universe of returns at the three service centers

;are described below.

' SAMPLING METHODOLOGY

In drawing our stratified random sample at each location,

we considered the arrangement of IRS files, the asset or income

size of the foundation, the presence of IRS correspondence, and

the examination status of the returns. All members of the audit
team were provided a copy of the detailed sampling plan and at~

tended a training session covering implementation of the sam-

! pling plan.
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To assure that our sample would consider a sufficient num-
ber of large foundations, we independently sampled these
returns to identify the large foundations. We obtained a compu-
Eer printout from the IRS on all foundations with $100,000 or
more of income or $1,000,000 or more of assets. From this list
we identified those foundations normally filing returns at the
Brookhaven, Andover, or Kansas City Service Centers, and selec-
ted a random sample of these returns which we then located at

the service centers. All smaller returns were randomly sampled

directly from the service center files.
. h

Also, to assure that our sample would consider any IRS ad-
ministrative actions to resolve private foundation reporting

fproblems, we stratified our sampling plan to select the follow-

'ing types of returns.

--Those on which IRS had corresponded with the foundations

f for additional information,
--Those for which IRS had determined that no correspondence
was necessary.
--Those which IRS selected for examination but had deter-

mined on review of the returns that an examination was

not necessary.

-~Those which IRS selected for examination and examined,

DATA COLLECTION

| We combined information from several sources to develop a
data collection instrument and related instruction manual.
These sources included the law and legislative history, IRS

| return instructions, and groups representing foundations and
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users of foundation information. We then tested the data col-
lection instrument and instruction manual on actual returns

and modified them as appropriate. All members of our audit team
attended training sessions on the use of the manual and the in-
strument. Once we started our review, questions relating to
either the instrument or' the manual were centrally answered and
each location was notified by phone or in writing of any further
fchanges. If required, we reevaluated returns already completed
;in light of the approved modification. GAO staff supervisors or
'other evaluators reviewed the information recorded on each in-

/)

strument for completeness.

Our staff members who had overall responsibility for the
;review visited each location to assure adherence to the sampling
fplan and that data collection efforts conformed to the manual.
;when data collection was completed, the information was key-
;punched. The resulting data base was verified and checked for

'logic errors using machine and manual edits.

' PROJECTION OF SAMPLE RESULTS

To project sample results to all returns on file at the
:three service centers, we weighted the data. This involved de-
fveloping individual weights for each of our samples at each of
the three locations. Consequently, our projéctions are subject
to some variation. At a confidence level of 95 percent subject
to the precision limits cited in explanatory notes to the data,

we can project the following sample results pertaining to the

10,930 990AR returns and 14,860 990PF returns filed at the three

service centers.
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--The extent to which the 990AR returns omitted in-
formation on the public information reporting re-
guirements,

~-~The percentage of 990AR returns which did not
report complete information on grants paid during
the year.

--The percentage of 990AR returns which did not
report complete information on grants approved for

future payment.

--~The percentage of 990AR returns which did not

7]

report complete information on foundation invest-
ments.

~--The extent to which the 990PF returns omitted
information on the public information reporting
requirements pertaining to managers.

'In addition we performed statistical tests at the 95 percent

' confidence level to determine the relationship of incomplete

"public information reporting to private foundation size and IRS'
' examination selections. Other data presented are expressed as
. weighted percentages.

' DATA ANALYSES

5 To assess foundation compliance with the information re-

porting requirements, we distinguished in our analyses among

- "full," "partial," and "no" information disclosure by private
' foundations for three categories of public information reporting
requirements--foundation grant programs, foundation asset hold-

ings, and foundation managers. These requirements encompassed
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19 reporting items on the 990PF and 990AR returns. In analyzing

the returns, we adhered to the following procedure:

--IEF a return itemized all information £Oor a reporting
requirement, the return was credited as providing full
information for that reporting requirement.

--If the return listed some, but not all, information the
return was credited as providing partial information.

--If the return did not list any information for a
reporting requirement, the return was credited as

providing no information. ,

While the majority of our analyses were straightforward in
‘that required information was either present or missing, the
‘collection and analysis of certain grant and investment informa-
ftion required some professional judgment. These judgments
;involved determining whether required grant purpose or asset
Edescriptions were reported with sufficient specificity to ful-
Efill the reporting requirements. However, in the majority of
gcases reviewed, the grant and investment information was either
€fu11y and correctly reported or not provided at all. The

following sections describe the criteria we used to make these

determinations as well as the results of our analyses.

reporting requirements

j Analysis of grant information

A foundation's 990AR return should contain extensive infor-

' mation on the foundation's grant-making programs. The Internal.

Revenue Code requires that private foundations provide
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"an itemized list of all grants and contributions
made or approved for future payment during the year,
showing the amount of each such grant or contribution,
the name and address of the recipient, any relationship
between any individual recipient and the foundation's
managers or substantial contributors, and a concise
statement of the purpose of each such grant or
contribution*** "
'IRS used page 4 of the 990AR return to collect this grant infor-
gmation. ‘ ’
| Accordingly, we reviewed our sampled 990AR returns to.’
‘determine, both for grants made during the year and approved'for
jfuture payment, if the return
? -~listed the grants or indicated none;
--itemized grant amounts, where appropriate;
| -~itemized recipient addresses, where appropriate;
§ -~itemized specific purposes of grants, where appropriate;
: and
-~-reported the total amount of grants or indicated none.
' The analysis of grant purpose descriptions required certain
f judgments to determine if the information was reported with suf-
ficient specificity.

Determination of complete

grant purpose descriptions

|
i
|
!
( The Internal Revenue Code requires foundations to report a
f "concise statement of purpose of each such grant or contribu-

tion." The legislative history indicates that the Congress
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intended the itemized statement of grant purpose descriptions to
facilitate public oversight of foundation grant-making pro-
grams. Thus, the grant information should be specific enough to
disclose the appropriateness of grant activities and to provide
sufficient information to enable grant seekers to decide whether
to apply for grants. The official guidance to foundations for
completing a "concise statement” listing is contained in the IRS
;instruction booklet for completing the 990AR. The booklet pro-
;vides the following example as to the degree of specificity re-
gquired. According to IRS officials, the example better dep%cts
jthe specificity of the information to be reported than could

‘otherwise be described in a text discussion.

l( Grants and Contributions Paid During the Year or Approved for Future Payment

Reciplent ot ity :
- | e e | e
| Name and address (home or business) ormn
Paidduringyear Allen Reid Museum of - | P
Fine Arts, Atlanta, GA . N/A Renovating museum | 15,000
OtCPPriCl Clinic,College Park,GA " N/A To buy equipment , 15,000
E Guinn Inste.,Stone Mtn., GA N/A To buy library materials 10,000
Blue Circle of America, Wash., DC N/A ‘| Disaster relief ' 3,000
icago,IL| - N/A To build campground - Z%‘%g%
‘ . [ - - - . L] L ] L] L ] * L ] - - - .' [ ] L ] ¢ \

L] . L) L[] L] L d - .- . L] L] e L L] - L] L]
i

The short, clear, detailed statements of grant purposes in
the IRS example are substantially different from those provided
by the foundations in our samples. Foundations typically either
‘omitted grant purpose descriptions entirely or listed grants
| under broad titles which were descriptive of the recipient

organization rather than of the purpose of the grant. For
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example, purpose descriptions such as "charitable," "religious,"
or "educational," were often cited. Such responses essentially |
supply no useful information beyond that disclosed by listing

the name of the recipient organization, a separate reporting
requirement., Another commonly used, but unacceptable, purpose
description was "for exempt purposes of the organization." This
deséription also adds no additional information since grants
presumably would not be made for nonexempt purposes. Never-
theless, we accepted purposes given as "general purpose" or
é"unrest:icted use." We believed that such descriptions conveyed
;the message that the grant was given without reservation, tg be
fused as needed by the grantee., The following table summarizes
some of the responses we encountered and our decisions to credit’
jthem as acceptabie or unacceptable responses.

!
|
I
|
I

|
J Concise statement

of grant or GRAO's
. Recipient contribution determination
| University X Education Not Acceptable
. University Y Scholarship funds Acceptable
' Charity X Charitable Not acceptable
Charity Y General use Acceptable

’ Our main concern in evaluating grant information was that it
.should be specific enough so that IRS, the public, and grant
jseekers would be provided with useful information for their

|

various purposes. For example, IRS would need information

' specific enough to identify potential self dealing, distribu-
}tions not qualifying under the minimum payout provisions, -or
prohibited expenditures. Grant seekers would want grant de-

scriptions specific enough to determine what types of grants a
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foundation would be likely to consider. Public oversight groups
would want information specific enough to evaluate whether foun-
dation funds are being used for the most effective public pur-
poses., We believe that missing or vague grant descriptions
which simply restate the donee organization exempt purpose or
which do not include grantee addresses do not fulfill these

purposes.

Results of grant information

reporting analysis

: We found that most foundations do not provide all required
‘grant information. We estimate that about 79 percent of thg
10,930 990AR returns filed at the three service centers did not
jcompleﬁely report information on grants paid during the year.
jl/ Also,'about 76 percent did not completely report information
;on grants approved for future payment, E/ As shown by the fol-~
flowing table, foundations omitted substantially more information

I

jon grants approved for future payment than on grants paid during

. the year.

l/Sampling error is + 4 percent at the 95 percent confidence

level,

\
(
; E/Sampling error is + 4 percent at the 95 percent confidence

%
|
| level.
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Percentage of 990AR Returns(note a)

‘Number of Incomplete Paid Grant Grants Approved
Reporting Requirements Information for Future Payment
0 21 24

1 24 3
2 46 1
3 3 10
4 1 1
5 _5 _60

100 100

a/ Totals may not add due to rounding.

Whether grants paid during the year or grants approved for
future payment were involved, foundations most frequently did
ﬁnot completely report recipients' addresses or specific puféoses
gof the grants., As shown in the table on the next page, with
.respect to grants paid during the year, we estimate that 62

jperéent and 54 percent of the 10,930 990AR returns filed at the
|

{three service centers did not report any recipient addresses or

specific grant purposes, respectively. Another 10 percent and 5

percent respectively, provided only partial information for

these two reporting requirements. Moreover, even less informa-

;tion was reported on grants approved for future payment., For
example, we estimate that for future grants 60 percent of the
returns reported no information for any of the five items,

i The omitted information on grants is essential to grant

seekers and necessary for assuring public accountability. The

| 990AR return (and now the new 990PF return) provides grant
seekers with the identity of private foundations nationwide

which have interests similar to the grant seekers and would thus

be most likely to fund the grant seekers' proposals. Often, the

|
| .
| .
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return is the only readily available source for this informa-
£ion. Accordingly, the absence of complete information partic-
ularly concerning grant purposes or locale in which the grants
are made only makes it more difficult for grant seekers to dis-
tinguish between foundations that may act favorably on their
proposals and those which probably would not. Furthermore, ﬁhe
return information is often the only means for the public and
the Congress to monitor private foundation grant making pro-
grams. According to one group interested in foundation account-~
‘ability, the National Committee for Responsive Philanthropy,
being accountable and accessible to the public is one way féun-
;dations can evaluate their programs and then make better grants.

Analysis of investment

‘information reporting

Internal Revenue Code section 6056(b)(5) requires that a

‘private foundation provide "an itemized statement of its secu-

}rities and all other assets at the close of the year, showing
fboth book and market value***.," Page 3 of the 990AR return was
vused to collect this investment information.

Accordingly, we reviewed the 990AR returns filed by private
foundations to determine if the returns

--ligsted securities and other assets,

--itemized security and other asset book values,

--itemized security and other asset market values,

-=included the total book value of securities and other

assets,

-~included the total market value of securities and

other assets, and
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-—-specifically described securities and other assets.
The analysis of asset descriptions required certain judgments to
determine if the information was reported with sufficient spec-
ificity.

Netermination of complete

asset descriptions

The legislative history indicates that the Congress in-
tended the itemized statement of assets.to facilitate public
bversight of foundation investment activities and thereby act as
Ea deterrent to abusive self-serving investment practices such as
those identified during the late 1960's. The official guid;nce

‘to foundations for completing an "itemized" listing is contained

iin the IRS instruction booklet for completing the 990AR. The
j v

{booklet provides the following example as to the degree of spec-
\

ificity required. According to IRS officials, the example
‘better depicts the specificity of the information to be reported
|

Ethan would narrative in the instruction booklet text.

Itemized Statement of Securities
and All Other Assets Held at the
Close of the Tax Year

Book value Market value

Cash 9,500 9,500
‘Certificates of deposit 250,000 250,000
1100 shares Atlas Corporation 1,000 1,100
{500 shares Zeus Corporation 10,000 9,500
1300 shares Athena Corporation 6,000 6,000
500 shares Mars Corporation 10,000 9,000
J1oo shares Jupiter Corporation 30,000 31,000
' 500 shares Venus Corporation 5,000 5,500
fﬁgoishares Saturn Corporation 10,000 11,000
Office equipment 1,650 1,650
{ Total - 33350 - 334,250
b — I, —————
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Foundations should describe their securities and other
assets in sufficient detail to fully disclose their holdings to

the public. We concluded that descriptions such as "land,"

"real estate," "stock," "securities," or general account titles

such as "interest receivable" are not sufficiently specific.
The following table summarizes some of the responses we

encountered and our decisions to categorize them as specific or

nonspecific descriptions.

fDescription of security
GAO's determination

'or other asset

100 shares "A" Corporation Specific ¥

Stock Non specific
Specific

:324 Main Street, Anytown, Illinois

‘Real Estate (land)

'$10,000 "A" Corp. deb, @ 7-5/8%
due 2003

Bonds

Non specific

Specific
Non specific

Results of asset information

| reporting analysis

| We found that private foundations provided more complete

information on their asset holdings than on their grant pro-
grams. We estimate that 69 percent of the 990AR returns filed
at the three service centers fully complied with the six invest-
. ment reporting requirements we evaluated; while 31 percent did
| not report complete information. 3/ Although, as shown in the
following table, compliance with five of the six reporting re-

quirements was quite high, we estimate that about 3,100 of the

3/sampling error is within + 5 percent at the 95 percent
confidence level.
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10,930 990AR returns (28 percent) did not specifically describe

all securities and other assets.

‘Investment Percentage Of 990AR Returns
Reporting .
Requirements Full Infor- partial No Infor- Total
Reviewed mation = Information mation = (note a)
listed assets :
and securities 99 (b) 1 100
itemized book
values 97 2 2 100
‘itemized market
. values 96 2 2 100
‘provided total
- book value 98 (b) 2 100
‘provided total
market value 98 (b) 2 100
provided specific H
descriptions 72 27 1 100
Overall require-
ments reviewed 69 30 1 100

fa/ Totals may not add because of rounding.
b/ Not applicable

| Specific asset descriptions are important from a public

oversight viewpoint, as well as for IRS to administer tax exemp-
[ .

i

' tion laws. Foundations hold assets amounting to about $35

' billion--an enormous sum of money. AS a condition of tax-exempt

g status, foundations and all other charitable organizations are

f required to permanently dedicate these assets to public pur-

1
'
h
1

1
1
1
1

|
I

|

/

poses. The public can help ensure that foundation assets are so
dedicated only if sufficient information is available. For |
example, without adequate information on where foundation monies

are invested, the Congress and the public would have a difficult

time identifying possible conflicts of interest, such as invest-

ments which appear to be more beneficial to officers of the

foundation than to public purposes. Likewise, it would be dif-
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ficult for IRS to identify such conflicts warranting its atten-
tion without conducting detailed examinations of foundations.
Similarly, it could be dAifficult to identify those foundations
which need to sell their controlling interests in for-profit
businesses to meet the requirements of the Tax Reform Act of
3969. Phe act generally requires foundations to divest their
"excess business holdings" according to statutorily prescribed
time frames, some as late as 1989. Furthermore, without infor-
hation on how foundation monies are invested it would be dif-
Eicult to assure that a foundation is receiving a reasonable
return on investment and is maintaining the financial strength
needed for continued charitable activities.

Although specific asset descriptions are important for
jpublic oversight purposes, many of the incomélete reporting
;foundations did not report detailed information on a significant
1portion of their investments. As shown in ﬁhe following table,

we estimate that of the 990AR returns which did not contain com-

{plete asset descriptions, about 37 percent d4id not specifically

describe at least one quarter of the foundations' assets.
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Percentage of Foundations Reporting
Assets With Nonspecific Descriptions
--amounting to --

; Fstimated
Foundation 1%-24% 25%-74% 75%-100% Number
Asset of of of Total of
Size e assets _assets assets (note a) Foundations
Less than $25,000 67 18 16 100 260
$25,000-599,999 55 16 29 100 530
$100,000-$999,999 64 23 14 100 1370
$1,000,000 or more 67 23 10 100 810
Overall 63 21 16 100 ' b/ 2970

a/Totals may not add due to rounding;

;b/Analysis accounts for 2970 of the estimated 3100 returns with
nonspecific assets because of incomplete information or other
inadequacies of the files reviewed.

When a foundation does not describe a substantial portion

%of its assets, the Congress, the public, and IR5 are liaited in

itheir ability to oversee the foundation's investment practices,

§We frequently found that foundations reported assets as "stock"

!or "loans" rather than listing the specific ﬁame of the security

!such as "'A' Corporation common stock." This is especially sig-

fnificant when those undescribed assets are worth thousands of

%dollars. For example, as shown in the above table, we estimate

éthat about 33 percent of the 810 foundations reporting over

§$1,000,000 in assets did not fully describe at least one quarter

Jof their assets--assets worth $250,000 or more. Such reporting

practices substantially diminish the value of the returns for

public oversight purposes.
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Qverall results of asset and_

grant information analysis

A foundation's 990AR return should contain sufficient pub-
lic information, including grant recipients' names and ad-
dresses, grant amounts, and specific grant purposes, to help
grant seekers to decide if they should seek financial support
from that particular foundation. The return should also contain
sufficient information on the foundation's grants and invest-
ments to facilitate public oversight which could act as a deter-
grent to any questionable or self-serving practices. 1In effect
the return should make private foundations accountable for %heir
actions to the public.

' As discussed in previous sections, to measure compliance
;with private foundation public information.reportiné fequire—
}ments we analyzed 16 information items on the 990AR return. We
festimate that about 94 percent of the 10,930 990AR returns filed
;at the three service centers omitted some information on at
:least one of the 16 items. Moreover, as shown in the table

- below, about 71 percent did not provide complete information on

. 4 or more of the 16 items.

Percentage
: Sampling Error
Number of Incomplete Percentage of at the 95 Percent
Reporting Requirements 990AR Returns Confidence Level
10 thru 16 6 £ 3
7 thru 9 36 ts
4 thru 6 29 * 4
2 or 3 12 t 4
1 10 3
0 _6 3
a/ 100
-]

a/ Total does not add due to rounding.
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This incomplete public information reporting is not just a
problem aticibitable to small foundations. A number of founda-
tions not reporting complete information are rather large in
terms of assets accumulated, revenues earned, and grants made.
The importance of complete reporting by larger foundations is
considerable because of the economic and grant making resources
held and the public's interest in those resources.

We performed statistical tests to determine if there was a
:measurable statistical difference between the completeness of
greturns filed by small and rather large foundations at the three
service centers we visited. To perform these tests, we adogted
a size criteria of $1,000,000 in assets or $100,000 of revenue
fto distinguish between large and small foundations. This size
gcriteria is similar to that adopted by The Faundation Center for
%determining which large foundations to include in its published

foundation directory. 1In general, as shown in the following

|
|
|
!
|
|

ftable, there is little difference between the completeness in

t

;reporting practices of larger foundations and smaller founda-

.tions,
! Estimated Percentage Determination of
'Number of 990AR of 990AR Returns(note a) Statistical Differ-
}Incomplete Large Small ence at 95 percent
Reporting Items Foundations Foundations Confidence Level
5 8 Not significant
1 12 10 Not significant
2 or 3 15 12 Not significant
4 thru 6 26 29 Not significant
7 thru 9 40 35 _ Not significant
10 thru 16 3 7 Significant
‘ 100 100
S omemelm
a/Totals man not add due to rounding.
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- —

With the exception of the hignest inconplete category analyzed
?-10 thru 16 reporting items omitted--the larger foundacions
were just as likely to file incomplete retugsns as the smaller
foundations.

Similarly, as shown below, the degree of incompleteness
does not vary substantially among various size foundations as
measured by the amount of total grants made during the year
except for the largest grant-making foundations. However, even

for these foundations, we estimate that 38 percent omitted in-

formation on 4 or more of the 16 reporting items reviewed.

h

Percentage of 990AR Returns Estimated

: Categorized by the Number of Incom- Number of
Total Grants plete Items on the 990AR Return 990AR

‘Reported ($) 0 1-3 4-6 7-9 10-16 Total a/ Returns
'Less than 25,000 9 23 32 35 1 100 6150
. 25,000-49,999 0 23 23 52 2 100 1100
.~ 50,000-99,999 7 19 26 47 0 100 1290
t 100,000-499,999 2 28 30 39 1 100 1200
~ 500,000-999,999 12 12 32 43 0 100 170
1,000,000 and over 8 54 3 25 10 100 200
Overall 7 24 29 39 1 100 10,110

§ e e ————
! a/ Totals may not add due to rounding.

Because of the concentration of economic and grant making
‘resources, the importance of complete reporting by even a few

flarger foundations is considerable. For example, data developed

by IRS shows that foundations with revenues exceeding $25,000

--although substantially outnumbered by smaller foundations--
control about 97 percent of total foundation assets and make
about 96 percent of total foundation contributions, gifts, or
grants, Thé following table, based on data devéloped by IRS'

Statistics of Income Division during late 1982 for foundation
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?eturns filed nationwide for tax year 1979, shows the concentra=-

tion of the economic and grant-making resources of the larger

foundations compared to smaller foundatioans,

Revenue Number of Foundations Resources and Grants
Category ($) Foundations Revenue Assets Grants
----Thousandg-—---
less than 25,000 17,332 $103,691 $1,196,538  $111,520
25,000 - 99,999 5,376 275,979 2,150,050 193,622
100,000 - 499,999 3,371 738,976 4,920,660 417,946
500,000 -999,999 732 502,669 3,409,746 305,666
1,000,000 and over. 1,169 4,391,814 22,991,038 1,772,247
Total 27,980 $6,013,129 $34,668,032 $2,801,001
ST

The Council on Foundations has recognized the importance of
finforming the public concerning the stewardship of assets.

;Accordingly, in 1975 the Council's Board of Directors adopted a
1‘
'quired filing of the 990AR return, "any foundation distributing

}$25,000 or more a year should publish an annual report and make

resolution which stated that in addition to the federally re-

Eit available to all interested parties." Despite the Council's
éposition, according to statistics compiled by the Foundation
gCenter, only about 500 foundations publish an annual report.
;Furthermore, according to a 1980 report by the National Commit-

' tee for Responsive Philanthropy, many of the foundations' annual

1

1
ireports did not meet that committee's standards as "acceptable"
for public information reporting. Therefore, complete informa-

tion on foundation returns becomes increasingly important to

those in the public interested in foundation activities,
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Analysis of manager

information reporting

Although the 990PF return primarily provides information
needed for tax administration, it also includes some important

information Efor the public such as the identity of foundation
L]

managers (officers, directors, trustees, and others having simi-
lar responsibilities). However, much of this important informa-
tion is not reported by foundations.

The Internal Revenue Code and IRS regulations specifically
&equire foundations to annually report each foundation manager's

}
name, address, and compensation or other payments. Page 4‘6f

ithe 990PF return was used to collect this information. Accord-

i
i

iingly, we reviewed the 990PF returns filed by private founda-
|
tions at the three service centers to determine if the returns

complied with the three foundation manager reporting require-

ments.

? Analysis of manager

information results

We estimate that only 59 percent of the 14,860 990PF returns

‘filed at the three service centers fully reported all required

 foundation manager information; 9 percent reported partial in-

I
|
|
I
{

' in the following table, the level of incomplete reporting is

formation; and 32 percent reported no information. 4/ As shown

- about the same for each of the three requirements.

ﬂ/Sampling error is within + 5 percent at the 95 percent

confidence level.
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Percentage Of 990PF Returns With

Manager
Information Reporting Full Infor- Partial No Infor-
Requirements Reviewed mation ~ Information mation  Total
Tisted foundation T

managers' names 68 (a) 32 109
listed foundation

managers' addresses 613 2 35 100
listed foundation

managers' compensation 64 1 35 100
Overall require-

ments reviewed 59 9 32 100

a/ Not applicable

According to officers of associations of grant seekers with
{whom we spoke, information on foundation management is particu-

‘larly important. This information provides the name of a per-
h

sonal contact within the foundation to lobby for funding, to
§promote grant proposals, and to obtain knowledge of the types of

jgrants a foundation will consider. Further, they told us that

|
{
1

directly contacting an officer or director in the foundation

\
seems to increase the potential for successfully applying for

grants., Additionally, information on foundation management pro-
imotes public oversight because it provides information on who is

"controlling foundation assets.
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U.,S. GENERAL ACCOUNTING OFFICE

EVALUATION OF IRS' EFFORTS TQO ASSURE COMPLETE

PRIVATE FOUNDATION REPORTING FOR TAX

ADMINISTRATION AND PUBLIC INFORMATION PURPOSES

Our evaluation of IRS' efforts to assure complete private

foundation reporting showed that

-~-IRS has established specific programs to assure that
foundations report complete information-which IRS has

identified as necessary for efficient administration of
by

the tax laws.
--IRS, in contrast, has not established programs to assure
that foundations report complete information reguired by
the code and useful to the Congress and the public for
oversight purposes and to grant seekers in identifying
sources for funding.

--IRS has not used an available enforcement sanction to

compel compliance with the code's reporting requirements.

- IRS HAS ESTABLISHED SPECIFIC PROGRAMS TO

. ASSURE COMPLETE TAX ADMINISTRATION INFORMATION

To effectively administer the Internal Revenue Code's ex-
emption provisions within budgetary constraints, IRS has iden-

tified specific tax administration information reporting items

that it needs from foundations. Over the years IRS, through
correspondence and examinations, has educated foundations about

these information needs.
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We estimate that, prior to correspondence, about 92 percent

of the 14,860 990PF returns and about 99 percent of the 10,930

'990AR returns filed at the three IRS service centers reported

the return information identified by IRS as necessary for effi-

cient administration of the tax exemption law, The most fre-

quent types of reporting omissions on the 990PF returns involved

.information on

--the fair market value of assets at year end;
--liquidation or substantial contractions;
--transactions that may constitute self-dealing under /code

section 4941;
~--taxable expenditures as defined under code section 4945;

-~-gubstantial contributors;

-~minimum investment return computations for operating
foundations;
--undistributed income from the current tax year that must
be distributed in the subsequent year; and
--total expenses for computation of the excise tax based on
investment income.
The only information item on the 990AR return identified by IRS
as needed for tax administration purposes is the reporting re-
quirement for advertising the public availability of the return.

When the information needed for tax administration purposes
is omitted from foundation returns, IRS service centers corre-

spond with the foundations to obtain the information. If the
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foundation does not respond within 30 days; the service centers
process the returns without the information. In 1981, IRS spent
about $5,400 to conduct this correspondence program nationwide.
Rather than corresponding a second time to correct the
relatively small tax administration reporting problem--about 98
percent of the 990PF reﬁurns are complete after service center
cqrrespondence——IRS uses its examination program to obtain com-
plete information reporting from the private foundations., Each
year, as part of its reqular examination program, IRS estab-
lishes plans to select and examine the returns of between 5//and
ﬁO percent of foundations nationwide. During these regularly
?cheduled examinations, IRS requires examining agents to deter-
#ine if the foundations are complying with tax exemption law,

:including filing complete returns.

In this regard, the Internal Revenue Manual instructs ex-

jamlners on how to deal with the general problem of incomplete
freturns and for specifically dealing with foundations which have .
:not complied with service center correspondence. One section
covering examination planning requires that examiners:
"Review the return for completeness to determine if

all required line items and attachments have been

completed. If not complete, the organization should

be requested to provide this information and then ad-
vised in writing of the requirement to provide this

information on subsequent returns."!/

l/ Internal Revenue Manual section 7(10)62.1(4).
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The same manual section specifies that the attachments reviewed
should include "requests from the service center for data needed
to complete the return.” The section continues with "Areas
gueried nust be resolved during the examination and the organi-
zation informed in writing of filing réquirements for a complete
return." In general, such a letter would state that if a founda-~
tion continues to file incomplete returns or reports less infor-
Emation in the future, the foundation's tax—-exempt status may be
‘revoked.

Our work at the three service centers showed that examining
gagents, following these procedures, found incomplete reporting
;problems in about 8 percent of the examinations conducted.
fAccordingly, by relyiﬁg on the routine examination program to
sfind and correct any reporting deficiencies not resolved by ser-
vice center correspondence, IRS has obtained a high degree of

foundation compliance with certain tax administration reporting

requirements., Significantly, this was done without shifting ex-

amination resources from other areas, such as the unrelated

business income tax or other excise taxes applicable to private

foundations.

IRS HAS NOT ESTABLISHED SIMILAR

PROGRAMS TO ASSURE COMPLETE PUBLIC

INFORMATION REPORTING

In contrast to IRS' efforts to obtain compliance with cer-

tain tax administration reporting requirements, it makes much
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less effort to improve the public information reporting prac-

‘tices of private foundations. With few exceptions, IRS service
.centers do not correspond for information on foundation grant-
investment holdings, or managers omitted

‘making programs,
4 & -~ r

foundation returns. This places the burden of securing complete

ever, the examination program is not currently geared to enforce

foundation compliance with those reporting requirements.

.IRS geldom corresponds for

'missing public information items /"

Of the 16 990AR and 3 990PF required public information

. reporting items we reviewed, IRS service centers were instructed

; only to -correspond with foundations to obtain information re-
3 lating to their managers. Further, the service centers were
instructed to correspond for missing manager information only
when certain conditions are met, such as other reporting items
on the return indicating that managers receive compensation.
Given these criteria, the service centers seldom corre-
sponded with foundations to obtain complete manager informa-
tion. For example, our work indicates that the 3 service cen-
i ters corresponded with foundations on only about .3 percent of
the estimated 6,100 returns which were filed with incomplete
manager information.

\ In November 1981, IRS officials told us that although they

would prefer to correspond on all missing private foundation
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§return items, budget limitations have prevented this correspon-~

‘dence. In June 1982, IRS revised its service center corre-

‘'spondence instructions. Specifically, the instructions stated

that if page 8 of the new 990PF return is filed with no informa-
tion, the service centers should correspond with the foundation
for the information required by Parts XIII, XIV and XV of the

return. These instructions addressed those foundations which

report absolutely no information on foundation grant programs

' and asset holdings and certain other information contained on

page 8 of the new return, '
The new instructions, however, do not go far enough. Al-
: though most foundations did not make full public information

disclosures, they did provide some partial information. IRS'

|
|
{ revised correspondence instructions do not address these re-

porting problems. Moreover, IRS subsequently revised the return

The effect of this was to eliminate the require-

|
! in January 1983, but did not change the related correspondence
i instructions.

ment to correspond for missing asset information.
In April 1983, we discussed with responsible IRS officials,
. how private foundation public information reporting practices
f could best be improved. They believed that the service center
correspondence program should be improved and used as the first
step in securing complete private foundation reporting. How-

/ ever, they generally recognized that the service centers do not

have the expertise to evaluate the gquality of some information
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reporting, such as complete descriptions of grants ot %f asset
holdings. These evaluations are best made by the technically
trained exempt organization specialists currently located at
IRS' district offices., These personnel are responsible for
examining private foundations and determining their exempt
status and can exercise professional judgment based on knowledge
of exempt organization law in determining whether the founda-
tions' reporting practices meet the Internal Revenue Code re-
porting requirements and IRS regulations.

IRS' examination program is not geared ¥

jto enforce compliance with public

~information reporting requirements

; Since the service centers generally do not correspond for

f public information, IRS is left with its district office exam-

f ination program to assure that foundation public information
reporting is complete. Despite the high level of noncompliance

with the public information reporting requirements, however, IRS

' has not made a concerted effort to use its examination process
to motivate incomplete reporting foundations toward full infor-
mation disclosures on their annual returns. IRS' system for se-
lecting returns for examination places no emphasis on selecting
foundation returns with incomplete public information. More-

1
i
|
i over, even when incomplete returns are selected for examination,
| IRS examiners frequently overlook the problem. 1In addition,

IRS' management information system and compliance measurement
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rogram do not enable managers to monitor whether examiners are

o

finding public information reporting problems or not.
IRS' examination selection system

does not consider incompleteness
foundation

uses a two-step process to select private foundation

- & T T T T T

-4

R

[/)]

returns for examination. However, neither step assures that
‘incomplete public information reporting will be addressed by the
‘examination selection process.

As a first step in the selection process, IRS uses a com-
puterized scoring system to rank returns for examination pdten-
tial. The scoring formula was statistically developed from tax
‘exemption noncompliance found during nationwide Taxpayer Com-

' pliance Measurement Program examinations conducted’ in 1975 and
51976. This compliance measurement program was specifically
devoted to private foundations and certain other categories of
ftax—exempt organizations. Tax exemption noncompliance during
;this program was defined as examinations which resulted in the
~=-revocation or termination of a foundation's tax-exempt
status,

--changing the category under which the foundation was
| recognized as exempt, or
5 -~issuance of an advisory letter to the foundation
|

regarding activities that might adversely affect its

: exempt status.
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Accordingly, the scoring system was designed to evaluate founda-
tion returns for tax exemption noncompliance which would be

serious enough to adversely affect a foundation's tax—-exempt

status.
L}
The computer scoring system, as developed, does not guaran-

tee that returns with incomplete public information will receive

"high scores and thus be selected for IRS examination. In fact,

under the scoring system, a foundation not adequately reporting
information on all 19 public information return items we re-
viewed could receive the same computer score as a foundation
reporting complete information for all items. As a resulﬁ;
%oundations following subsﬁantially different public information
;reporting practices could have the same chance for examination

Jselection during the first step in the selection process.

|
As a second step in the examination selection process, re-

turns with high computer scores are forwarded to the district

offices for manual review. The purpose of the manual review is

‘

fto further screen those returns with high scores and identify

fthe ones which have the greatest potential for noncompliance

jwith the tax exemption provisions of the Internal Revenue Code.

Generally, the manual review process selects for examination

| about one out of three computer selected returns. After the

manual review, returns not selected for examination are returned
to the service center for storage.

The manual review, like the computer scoring process, ap-

pears to disregard incomplete public information reporting. We
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reviewed a sample of the 2,921 returns--2,421 990PF and 500
990AR returns=--on file at the three service centers which the
manual review process determined did not warrant examination,
Df these unexamined returns, we estimate that

~~44 percent of the 990PF returns did not completely
respond to at least one category of required foundation
manager information and 33 percent omitted all required
manager information,

--53 percent of the 990PF returns exceeded the size
requirement for filing a 990AR return but had no attached
990AR, thereby eliminating any consideration of public
information in arriving at an examination selection
decision. '

-~96 percent of the 990AR returns did not completely
respond to at least 1 of the 16 public information
reporting items included in our review and 64 percent
omitted information on 4 or more of the reporting
items.

IRS officials stated that the manual review, like the com-
puter scoring system, is not used to assure the completeness of
returns. In fact, our statistical analysis (performed at the 95
percent confidence level) of returns forwarded to the district
offices for manual review showed that reviewers were just as
likely to select complete 990AR returns for examination as in-

complete ones and were more likely to select complete 990PF
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returns than incomplete ones, According to IRS officials, the

personnel making the examination selections consider the infor-

mation reported on the return to determine whether examination

for substantive noncompliance, such as unrelated business income
tax or potential revocation issues, is warranted. For this
reason, incompleteness would be considered with all other areas
of potential noncompliance when selecting organizations for

examination, but generally would not be the sole or primary

~reason for an examination selection.

Examinations frequently overlook ' )

incomplete public information reporting

While examining private foundation returns, IRS examiners
frequently overlooked missing public information, especially on
the 990AR return. We sampled and reviewed 182 of the 1,365 pri-
vate foundation examination files located at the three service
centers. On the basis of this work, we estimate that IRS exam~
iners notified 8 percent of the examined foundations about in-
complete reporting problems. However, we estimate that of the
1,365 990PF and 934 990AR returns contained in the examination
files

-=29 percent of the 990PF returns did not completely

respond to at least one item of required manager infor-
mation and 20 percent omitted all such required in-
formation,

--96 percent of the 990AR returns did not completely

respond to at least one of the 16 public information
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reporting items that we reviewed, and 78 percent
onitted information on 4 or more of the items,
In total, about 72 percent of the 1,365 examination files in-
volved incomplete returns for public information purposes; how-

ever, the files did not show that the foundations were advised

of reporting problems as required by IRS procedures. Moreover,

about 25 percent of the examination files did not contain a
5990AR return, although the foundations reported assets exceeding
;the amount that would require the filing of the return. The
absence of the return indicates that the quality of publig'ﬁn—
' formation reporting was not a material part of the examination.
We believe this inattention to missing 990AR information by
' IRS examiners stemmed from the Internal Reveﬁue Manual not in-
icluding specific examination guidelines for public information
items, as it does for certain other reporting requirements.
Consequently, IRS examinations provide little stimulus for pri-
vate foundations to improve their public information reporting

|
|
|

| practices.

Examination management information system

and comgliance measurement program do not

cover incompleteness

IRS has a management information system which provides IRS

Also, IRS conducts Taxpayer Com—

|

! managers with a mechanism to monitor certain compliance problems
| .

f uncovered during examinations.
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pliance Measurement Programs to measure exempt organization—--
including private foundation--compliance with the tax—-exempt
iaws and to develop computer-assisted examination selection

methods. However, these systems have not included data on in-

complete reporting for either public information or tax adminis-
tration information purposes.

The Audit Information Management System collects and
fsummarizes data from the assignment and closing record of each
iexamination. This data includes the principal noncompliance
;problems identified during examinations, such as self-dealing,
éexcessive private financial benefit, excess business holdings,
gand other matters relating to tax—exempt status. However,

fincomplete repofting is not specifically included in the

jinformation system as a noncompliance item,

IRS uses the Taxpayer Compliance Measurement Program to

statistically measure overall noncompliance with the tax laws

2

and to identify the specific types of noncompliance involved,

The data from the program is to be used by IRS managers to

§improve the efficiency and effectiveness of existing activities

:such as the

-=gelection of returns for examination,

--allocation of resources,

| --education of taxpayers, and

; --development of return forms and instructions.

| However, as with the Audit Information Management System, the

Taxpayer Compliance Measurement Program does not measure incom-

plete reporting as a noncompliance item.
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Not using either the information system or compliance
heasurement program to accumulate data on incomplete reporting
negatively affects the management of IRS' foundation examination
program. IRS management does not know the extent of noncompli-
ance with public information reporting requirements identified
during examinations of foundations nationwide. Consequently,
IRS managers lack useful information for modifying examination
procedures or objectives to respond to this aspect of noncompli-
fance. Similarly, information is not available on whether taxpa-
yer education programs are needed or whether return forms Jdr
‘instructions should be clarified.

IRS should be able to use both the compliance measurement
fprogram and the management information system to gather useful
;data on incomplete reporting at little additional cost. Since
the information systems already collect and summarize data from
examination assignment and closing records, using the systems to
fidentify incomplete reporting would only require including addi-
; tional codes to describe incompleteness. According to IRS of-

; ficials, including the codes would be a minor modification.

» IRS HAS NOT USED THE AVAILABLE PENALTY

| 0 COMPEL COMPLIANCE WITH THE

REPORTING REQUIREMENTS

During the mid-1960's, because efforts to secure foundation

! ‘
; compliance with information reporting requirements were hampered
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by the absence of an effective sanction, IRS sought congres-
sional enactment of a penalty for use against both late filers
and incomplete filers of foundation returns.

The Congress agreed with the need for this change and
enacted such a penalty in the Tax Reform Act of 1969, The
penalty provision encompasses all types of tax-exempt
organizations and specifically provides

"In the case of a failure to file a return required

*** on the date and in the manner prescribed **¥%

unless it is shown that such failure is due to

reasonable cause, there shall be paid***by the ex-
empt organization***, $10 for each day during which

such failure continues, but the total amount im-

posed *** shall not exceed $5,000."3/

The provision also authorizes IRS, in certain c¢ircumstances, to

assess a similar penalty against the foundation manager,

, IRS has ruled that the penalty provision is, under certain
?circumstances, applicable to incomplete foundation returns.

EIRS‘ Chief Counsel determined that foundation returns, filed
fwithout information required by the code or implementing regula-
tions, could be considered as not being filed in the manner pre-
' scribed. Thus, the Chief Counsel maintained that noncomplying
foundations and their managers could be liable for the penalty

»

/ Z/Internal Revenue Code section 6652(d).
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jf the omitted information was considered necessary and not fur-
ﬁished by the due date of the return. This interpretation was
published as a revenue ruling in 1977 and a General Counsel
memorandum in 1978.3/

Since enactment, IRS has considered four different pro-

posals for implementing the penalty provision. However, IRS has

not yet issued procedures for implementing the penalty because
of concerns about each of the four proposals. For examplé,
Buring August 1982, the Assistant Commissioner for Employee
Plans and Exempt Organizations determined thaﬁ the penalty pro-
vision should not be implemented as proposed because the

f -=proposal would be too costly,

'~-penalty could be disproportionate to the offense,

--penalty would probably be frequently abated, and

--magnitude of the incomplete reporting problem
| seemed controllable without the penalty.

'The Assistant Commissioner directed the Exempt Organizations

Division to seek alternative ways to improve the completeness of

"the returns filed. He suggested that improvements could be ob-

'tained through expanded instructions on the return and the as-

jsertion of penalties, as appropriate, on a case-by-case basis in

fconnection with examinations or the handling of requests for

jpublic information.

| E/Revenue Ruling 77-162, 77-1 C.B. 400; and General Counsel
{ Memorandum 37785, Incomplete returns program, Correspondence

Examination Program, EE~61-78 (December 12, 1978),
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In general, we agree with the Assistant Commissioner. We

‘believe the Exempt Organizations Division could use a combina-
‘tion of various approaches to more effectively improve the com=-

pleteness of returns filed by foundations. Common to these ap-

proaches is the concept that the penalty should be assessed when

‘appropriate.
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U.S. GENERAL ACCOUNTING OFFICE

ALTERNATIVE APPROACHES FOR SECURING

MORE_COMPLETE INFORMATION REPORTING

BY PRIVATE FOUNDATIONS

The success IRS has had in securing foundation compliance
with the tax administration reporting requirements indicates
‘that with limited additional effort similar compliance could be
éobtained for public information.reporting requirements. We
:identified four approaches under which IRS' Exempt Organizations
Division could increase its efforts to secure private foundation
voluntary compliance with the public information reporting re-
fquirements without substantially increasing IRS service center
%costs or significantly reducing IRS' potential for the collec-

ftion of delinquent Federal income taxes. We think IRS should
\

‘ (] . K] .
'pursue these or similar approaches before considering more

' costly options.

One approach for securing more complete foundation report-
Zing would be to require the service centers to selectively cor-
Yrespond for public information reporting items omitted from
;filed returns. Selectivity could be based on such characteris-
jtics as foundation size and/or extent of the lncompleteness. By

\adopting such standards, IRS could control the maximum amount of

| correspondence generated during a year.

A second approach would be to regquire IRS district office

personnel to consider public information reporting requirements
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during the manual review process for selecting returns for
examination. These reviewers are currently instructed not to
select a return based solely on information missing from a re-

turn. Yet, the Internal Revenue Manual clearly states that

"examiners should notify organizations in an advisory letter that
;incomplete reporting is a serious violation of tax—exempt
5status. Therefore, while examining agents are instructed to

' take enforcement action to correct incomplete reporting prob-

lems, the district office personnel who select the returns,to be

. examined are told not to schedule an examination for only this

. reason, Opportunities exist for district office personnel to

selectively initiate correspondence or correspondence examing—
tions to secure better compliance with the reporting regquire-
ments. These methods are more cost efficient than field exam-
inations. Again, such actions could be done selectively on the
basis of such characteristics as foundation size and/or extent
of noncompliance.

The second approach would be more costly than the first but
would provide the additional assurance of having the returns
reviewed by qualified technical specialists. The hourly labor
costs for office audit average $9.83 per hour versus $6.19 per
hour for the correspondence work done at the service centers.
However, the manual review of returns for examination represents
the first--and for those returns not selected for examination

the only--review of foundation returns by technically trained
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exempt organization specialists who can exercise professional
judgment on the basis of knowledge of exempt organization law in
determining whether the foundations' reporting practices meet
the Internal Revenue Code reporting requirements and IRS regula-
tions.

A third approach would be to rely solely on field examiners
to find and correct foundation reporting problems. Considering
Sthe past experience of examiners overlooking incomplete public
‘information reporting, however, IRS would need to take certain
factions before this approach could be successful, 1IRS wouid
fneed to clarify instructions to examining agents and examination
freviewers,'modify the manual and computer based examination

fselection system, and establish a monitoring system in order to

assure that public information reporting requirements are con-

' sidered during examinations of private foundations.

; A problem with the third approach is that relying solely on

| field examinations is neither the most expedient nor cost effec-

- tive means to secure foundation compliance. IRS has resources

to examine about 5 to 10 percent of foundations annually.
Therefore, it could take from 10 to 20 years for the examina-
tions to address the reporting practices of all foundations. On
the other hand, service center correspondence takes about 13
minutes to complete. Furthermore, the average cost per hour of
IRS field examiners' time ($11.89) is much greater than either

service center correspondence personnel ($6.19) or office exam-

ination personnel ($9.83). Even so, it is difficult to consider
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cost as a justification for not considering incomplete reporting

during an examination, If after completing an examination--most

of which require about 17 hours to complete-~IRS does not notify
a foundation of reporting omissions, we doubt that the founda-
tion will change its reporting practices in future years.

A fourth, and perhaps the best, approach for seeking more
;complete foundation reporting is to implement a combination of
?features from the preceding three approachés. Through changes
to the correspondence, examination selection, and examinatidn
gprocesses, IRS could implement a compliance program which would
;include service center correspondence and district office cor-

respondence, in-office or field examinations, and where neces-

sary, exempt status warnings. This method would (l) increase

|
|

fthe emphasis given to incomplete reporting; (2) avoid placing
Sexcessive demands on the service center correspondence prcogram
for other IRS components responsible for the collection of delin-
jquent Federal income taxes; and (3) through selectivity of ac-

tions, minimize budgetary costs or impact on other Exempt Organ-
' izations Division program responsibilities.

The combined approach would provide IRS with a systematic

gseries of progressively stronger enforcement actions to secure
On the

compliance with the foundation reporting requirements.
basis of IRS' experience with enforcing the tax administration

information reporting requirements, we believe the combined

|
|
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method should help assure that all reasonable steps are taken to
point out reporting problems to foundations and encourage com-

pliance., Should these efforts to seek voluntary compliance

fail, then IRS could assess the available penalty and subse-
quently, if necessary, revoke an organization's tax-exempt

status. Of course, before IRS can do this it needs to implement

fappropriate procedures for assessing the penalty.

The four approaches discussed above should not be construed
)

'as being all of the options available to IRS. The approaches
fdo, however, provide a framework under which IRS could systemat-

!ically address the reporting practices of private foundations

1

| without impacting significantly on other IRS efforts or other
 Exempt Organizations Division priorities. Once an approach is

}adopted, IRS should collect sufficient information for (1)

|

| monitoring and assessing private foundation progress in making

§ complete public information disclosures and (2) determining what

'
1

i degree of effort it should apply to the problem or whether to

- modify its approach.
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